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THE STATE IN RELATION TO 
RAILWAYS 

THE STATE IN RELATION TO RAILWAYS 
IN ENGLAND 

By W. M. Acworth. 

Being invited to discuss the subject of the relation of railways 
to the State in a twenty-minutes' paper, I cannot resist prefacing 
what I have to say with a quotation from an essay of my own 
now nearly twenty years old : — 

"An adequate treatment of the question would evidently imply, 
in the first place, an exhaustive consideration of the proper 
functions of the Executive Government as a general principle, 
and of such modifications of that principle as the varied forms 
of the Government (despotic, aristocratic, or democratic, as the 
case might be) , and the different genius and quality of the nation 
concerned might seem naturally to suggest. Secondly, it would 
imply an equally exhaustive consideration of the nature of 
railways and railway transportation. 

"Nor could any treatise on this subject be complete which 
failed to supplement these two heads of more or less abstract 
inquiry by a history tracing the experience of the civilised world 
in the last half -century, showing the progress of railway develop- 
ment in the different countries, and indicating which of the 
failures of the one or of the successes of the other might fairly 
be ascribed to the management of that system by the State or 
private enterprise, as the case might be. To write such a book 
would be the work of a lifetime, and when written its author 
would probably be the only person to feel bound by its conclu- 
sions. For the facts under each of the suggested heads of inquiry 
are so multifarious and so obscure that no writer, however 
capable and conscientious, could ever count on getting them all 
in front of him, still less on appraising each of them at its 
precise value." ^ 

1 "The State in Relation to Railways," p. 167 in volume entitled A Policy of 
Free Exchange. (London, John Murray, 1894.) 



I am far from saying that the portly tomes I have imagined 
written would be without value. The facts which they would 
contain would in my judgment furnish an armoury of weapons 
against any proposals for State purchase. They would show 
that the conclusion of the Italian Commission of Inquiry in 1885 
is still broadly true of State-owned railways — at least in a demo- 
cratic State^that the railways corrupt politics, and politics 
corrupt the railways. They would show that State railway 
systems very rarely pay their own way : the two serious excep- 
tions are Prussia and South Africa, and in each case there are 
special local considerations sufficient to explain the existence of 
the exception. They would show that State purchase of private 
enterprises is nearly always a financial failure, and point to 
recent history in Switzerland, in Austria, in Italy, and in France 
as proof of this assertion. They would show that it is the private 
railways which have to their credit almost every important inven- 
tion and improvement; that, if it is a question of efficiency and 
economical operation, comparing like with like, the companies 
easily beat the State-owned systems ; that for quantity and 
quality of service it is again the private lines that are to the fore ; 
that it is on the private lines that, once more comparing like with 
like, the lowest rates and the cheapest fares are to be found. 
In this latter comparison, of course, the United Kingdom must 
be left out. In this country we do not know what the average 
rate for goods, or the average fare for passengers is. Parliament 
has not so far thought fit to demand this information ; and the 
companies have not considered it expedient to furnish it. All 
comparisons, therefore, between English fares and rates and 
those of other countries are sheer guesswork. Each of us can 
take a dozen so-called typical rates in England and compare them 
with another dozen so-called typical rates in Germany or 
America. But how far they are really typical, no one can say. 
And, in fact, only a person whose acquaintance with the question 
is very elementary will have any difficulty in finding sample 
dozens of typical rates to prove whichever conclusion commends 
itself to his mind for quite other reasons. But this is a digression. 

But though the treatise I have imagined written would be 
valuable— more especially, if I may be allowed the simile, as a 
bag of nails at hand, available to spike the guns most commonly 
directed against the position of private railway ownership — it 
would be far from deciding the question. For one thing, the 
Zeitgeist is on the side of State ownership. And the Zeitgeist does 
not read books. For another thing, no country ever has national- 
ised its railways, and no country probably ever will, as the result 



of a CEUeful consideration either of the history, or of the poUtico- 
economic bearings of its action. The question comes up in a 
much more concrete form. Here in England, as in the United 
States, the position is broadly this : to leave private railway 
companies uncontrolled by the State is impossible. To establish 
a system of State control, vrhich shall secure the freedom and 
flexibility of private enterprise, and thereby encourage develop- 
ment and the investment of fresh capital ; and yet, at the same 
time, shall interfere to such an extent, and impose such restric- 
tions, as will prevent individual citizens from being, and, still 
more, from feeling that they are, the helpless subjects of a huge 
monopoHstic organisation — is a task of quite extraordinary diffi- 
culty. It is a task in which no Government has hitherto com- 
pletely succeeded. Certainly neither England nor America have 
done so. Here in England to-day the position, as it appears to 
me, is as follows : We have been contented so far with a minimum 
of State interference, and have relied — and our reliance has not 
been misplaced — on competition as the main regulative force. It 
is competition which has covered the country with an adequate 
network of railways, which has given us a service certainly not 
surpassed elsewhere in the world, at rates and fares which, speak- 
ing broadly, the traffic, as proved by its steady increase, has 
shown itself able to bear. But competition is dying, where it 
is not already dead. And though its effects still persist, and will 
persist for some years to come, they must ere long die out too. 
Now if our railways hitherto have not been more than adequately 
controlled by the joint forces of State regulation and competi- 
tion, the conclusion is inevitable that in future, competition being 
withdrawn, further State regulation must be introduced to take 
its place. What this new State regulation is to be, how and to 
what extent it is to be applied, and through the agency of what 
organ of the State, no one has yet tried to work out ; for it is 
impossible to regard the puny protective clauses introduced by 
the Board of Trade into the Amalgamation Bill of the Great 
Northern and the Great Eastern Companies, or the dotting of 
"i's " and the crossing of "t's " in the more recent Eeport of the 
Board of Trade Committee as any serious attempt to deal with 
a great question. That, unless State control is properly or- 
ganised. State ownership is inevitable before long, seems to me 
quite certain. And I see no signs of an adequately thought out 
system of State control being brought into force. If a knot 
cannot be untied it is always easy, though it may subsequently 
turn out unwise, to cut it. 

As I have said, the necessity for further State control is 
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implied by the transition of our railways from a competitive to 
a non-competitive basis. But there is more than this. The 
control must differ, not only in amount, but in kind. Under 
the old system competition could be trusted to enforce lower rates 
and improved facilities. And as lower rates and improved facili- 
ties cost money, the companies had to introduce corresponding 
improvements in operating methods, or else their dividends 
would suffer. For the State there was only left the compara- 
tively easy task of requiring certain minima of accommodation 
where non-competitive conditions prevailed, and of securing 
equitable treatment to all customers and no exceptional advan- 
tages to any. This policy can be carried out by Acts of Parlia- 
ment laying down general principles, supplemented by a Law 
Court, prohibiting, and, if necessary, punishing specific viola- 
tions. But if competition goes, the main motive — I will not say 
for improvement in service resulting in internal economies, but 
for lower rates to the public for the old service, or better service 
to the public at the old rates — goes too ; and direct State action 
becomes necessary for public protection. And neither legislature 
nor Law Courts can help us here. Can anyone imagine an Act 
of Parliament drawn in this shape : Whereas the best Continental 
Express between London and Dover is five minutes slower than 
it was a quarter of a century ago and Whereas during the same 
period the time of the journey between Calais and Paris has been 
reduced by an hour and a half be it enacted that on and after 
January 1, 1913, no Continental Express between London and 
Dover shall occupy more than ninety minutes on the journey? 
Or can anyone imagine the strict technical procedure of a Law 
Court — with its preliminary pleadings and precise issues, its 
sworn testimony, and its rigid exclusion of whole classes of evi- 
dence, which, though logically irrelevant, are often precisely the 
considerations which would influence a business man in deciding 
a business proposition — applied to a question as to whether the 
passenger services of a particular company are reasonably ade- 
quate, taking account broadly of the sufficiency of trains, their 
speed, their punctuality, their comfort, their cross-country con- 
nections, the volume and class of the traffic catered for, the 
financial position of the company, and a dozen things more, all 
of which ought to be taken into account, if a fair all-round 
conclusion is to be arrived at? My own firm conviction is that 
under a non-competitive regime it is absolutely necessary to give 
to the Executive Government wide and arbitrary powers of com- 
pulsion. But I quite appreciate that it would be extraordinarily 
difficult to lay down the precise scope and extent of these powers, 
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and to define the organ through which, and the method by which, 
the Government should act. That not even the nucleus of such 
machinery exists at present I am well aware. I see no signs of 
any public demand for its establishment, and I can appreciate 
that any attempt to establish it would, not unnaturally, be met 
with the most strenuous opposition by the railway companies. 
And, logically, they would occupy a very strong position in 
resisting the transference of the ultimate control of a commercial 
undertaking from their shareholders to their customers ; though 
it might be urged that, now that the companies have agreed to 
surrender to an outside authority the fixing of the wages of their 
staff, this position has been rendered indefensible from the rear. 

The conclusion, therefore, that I most reluctantly arrive at 
is that we cannot go on as we are, that there is little hope for 
the establishment of an adequate and clearly thought out system 
of State control, and that, therefore, the only alternative — State 
ownership — is inevitable. I can see on the political horizon no 
force to stop it. In former days we could trust to the weight of 
the pressure exerted by that which we are accustomed to imper- 
sonate as the Treasury to prevent the adoption of large financial 
schemes whose success was at least questionable. But of late 
years the Treasury has become a great spending department. In 
former days the great mass of middle-class public opinion would 
have strongly opposed State ownership. The feeling among 
manufacturers and merchants to-day is, I imagine, quite 
different. At most they are neutral. An enormous majority of 
the railway workers would undoubtedly welcome it — from their 
own point of view, not unnaturally. And not only have the 
railway workers half a million votes, but as every engine-driver 
and guard is naturally regarded as a railway expert by his fellow- 
workmen in other occupations, they would influence a vast 
number of other working-class votes. As a matter of mere 
politics, two at least of the most prominent members of the 
present Cabinet have declared themselves in favour of State 
ownership. The Labour party and the Nationalist party are 
definitely committed to it, while the fact that the reaction of a 
railway rates policy on customs policy and tariffs is not unim- 
portant, predisposes the Unionist party to keep at least an open 
mind on the subject. 

As for the railway directors, managers, and shareholders, they 
have every reason to welcome State purchase. And I think the 
more far-sighted among them see this themselves. Having regard 
to the terms that the London Water Companies obtained not so 
many years ago from the Metropolitan Water Board, and to 



10 

the still more recent purchase of the Tanjohg Pagar Docks at 
Singapore by the Imperial Government, the shareholders have 
every reason to expect to be able to sell out at a price which 
vrould be at least fair. The managers know that their services 
would continue indispensable under Government ownership, while 
their position would be more dignified. Even directors, according 
to recent precedents, are entitled to compensation for loss of 
office. If the shareholders obtained a State guarantee of their 
present income, they would, in my judgment, make a very good 
bargain ; for I cannot see that there is any prospect that, if they 
continue as shareholders, their dividends will improve. I do not 
doubt that considerable further economies are still possible. But 
the net income from these economies is fully mortgaged. For one 
thing, future capital (and electrification alone is going to cost 
untold millions) will not again be raised in our time at 3 per cent. 
For another, everybody now recognises that our railways have in 
the past been improvidently financed, and that net receipts ought 
to provide mucH more generously than they have done for better- 
ments and obsolescence. And beyond all this there looms up 
large in the future the prospect of sweeping reductions in whole- 
sale goods rates. That these rates are substantially higher than 
in the great competing countries, I have no doubt. That they are 
justifiably higher, I agree. But that the railways are entitled 
to charge them does not imply that the traders and manufacturers 
can afford to pay them. And if they cannot, then the railway 
companies must accept reductions lest the goose that lays the 
golden eggs be killed. 

I end by saying that State ownership is, in my judgment, 
coming, and coming soon. How will the public fare under it? 
Financially, I am persuaded the public will suffer heavily. The 
economies to be brought about by unification of management are, 
I believe, the merest moonshine. Directors' fees will be saved. 
But by the side of that much-magnified mole-hill the headquarter 
staff expenses due to complication of State organisation will 
be a mountainous mass. What the addition to the wage bill 
of the rank and file will be, anyone can estimate for himself, 
who will study the recent history of the growth of the Post 
Office estimates, and bear in mind that the Postmaster- 
General has just agreed to yet another Parliamentary inquiry. 
Operation from the technical side will, I doubt not, be improved. 
The State railways will attract in this country, as the private 
railways have done in America, the best brains of the nation into 
their service. We shall get more science, wider knowledge, greater 
readiness to learn, freer discussion, scientific statistics substituted 
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for the hitherto ad hoc returns, the elimination of rule-of -thumb 
methods from a business that has grown too huge to be carried 
in the head of any one man, however able and hardworking. On 
the other hand, we shall lose much more than we gain. The 
crucial test of the efficiency of a railway system is not so much 
operation as rate-making. That the rate structure in a State 
system will be less flexible, more mechanical, and, therefore, less 
adaptable to the changing conditions of trade than it has been in 
the past seems to me unquestionable. All d, priori argument shows 
that it should be so. All the history in other countries proves 
that it has been so. And, further, though cast-iron rigidity may 
not be the Aristotelian mean, it is preferable to what experi- 
ence under other democratic governments leads us to expect, 
namely, not flexibility but deformation of structure due to political 
pressure. 

I conclude, therefore, by saying that State purchase is in- 
evitable, and the public will lose by it more than they will gain. 
Let us, then, face the inevitable situation squarely, and do what 
we can betimes to maximise its benefits and minimise its 
disadvantages. 

W. M. ACWORTH 
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STATE CONTROL OF BRITISH RAILWAYS. 

By W. Tbtlby Stephenson. 

Thbee years ago last November Eailway Nationalisation 
formed the subject of a paper read by Sir George G-ibb at the 
quarterly meeting of the Eoyal Economic Society. In that paper, 
I may perhaps be permitted to recall to your recollection, it was. 
pointed out that the period of railway construction in this country 
has nearly come to an end, and the railway problems to-day are 
problems of working, problems of administration. It is from 
this point of view that the question of State control, as contrasted 
with State ownership, of our railways must be considered. 
Eightly or wrongly, and I consider under all the circumstances 
rightly, our railways were constructed by private enterprise. 
They are now owned and worked by private enterprise, subject to 
certain control by the State. In process of time that control will 
be extended, or it will be changed for State ownership. Whether 
State ownership would carry with it State operation, or whether, 
as in India, private enterprise would continue to operate the 
railways for a time, it is impossible to say. 

With all due respect for the distinguished representatives 
present of countries which own their railways, I venture to say 
that State ownership of railways has always come about for 
practical reasons. Political reasons, as the dread of foreign 
ownership, or military necessities, or pressing economic condi- 
tions, perchance involving the very existence of the railways, have 
always been the forerunners of State ownership. It has only 
been after the event that the theory has been advanced at all 
generally that the change was desirable in itself — that railways 
ought properly to be the property of the State, and be worked 
by the State. 

Apart from this view of the matter, the position of the railways 
of this country is altogether exceptional. In no other country 
have not only the whole capital funds for railway construction 
been provided by private enterprise, but from the first the railways 
have paid their full, often more than their full, quota of national 
and local taxes. They have not only never been assisted by land 
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grants and grants of right of way, but from the outset they have 
been compelled to pay full prices, often blackmail prices, for 
their land. The only assistance from the State has been the grant 
of the right to acquire land compulsorily. Our railways are 
essentially a product of the skill, enterprise, and energy of 
individuals. They occupy a position which is unique. They are 
entitled to exceptional consideration. Any argument which rests 
on a claim of past services rendered or assistance given by the 
State has no place in a consideration of the problem in this 
country. 

In spite of this exceptional position, that some regulation of 
our railways is necessary all will admit. In the past, competition 
and control have been relied on in about equal measure. Com- 
petition means waste. It has long been recognised that its 
effectiveness as a regulator was strictly limited, and that it was 
only a question of time before it would inevitably yield to com- 
bination. It is generally admitted that the last few years have 
seen rapid progress made with this change, and, if it is not too 
presumptuous to speak of the future, I venture to say that even 
greater changes in the direction of combination must be looked 
for. Eailway competition as a regulator was always unreliable, 
and is now more so than ever. Whether competition with other 
means of transport may partly take its place, it is impossible 
to say. The movement towards combination seems to have 
gathered such force that I submit the continuance of competition 
in any form cannot, and ought not, to be relied upon as a 
regulator. 

We are thus presented with regulation by control and 
nationalisation as the alternatives. With the general arguments 
which are commonly advanced for and against nationalisation I do 
not propose to deal. I would only mention that the absolutely 
necessary statistical data for an adequate consideration of the 
question are lacking. At present both upholders of the existing 
state of affairs and advocates of nationalisation have to draw 
largely on their imaginations, and most draw on them with a 
very liberal hand. It is, in my opinion, utterly impossible to 
gauge the probable or possible effects of nationalisation on either 
railway costs or railway rates without a large addition to our 
knowledge of the work our railways are doing to-day, and the 
costs of that work. 

If ever our railways should be nationalised, it is to be hoped 
that the change will be carried out after a thorough scientific 
investigation. It is more likely to come under the pressure of 
economic necessity. Control grows. Those who exercise the 
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control have no financial responsibility for the outcome. Burden 
after burden is placed on the railway industry. At the same time, 
the keen competition of markets makes the cry for lower rates 
more and more insistent. How long the railways can maintain 
a reasonable degree of prosperity under these conditions is a 
question of grave concern. 

State control to-day extends over most railway activities, but 
the following three groups cover the aspects I wish to refer to : — 

(i.) Control of construction and equipment of the railway. 

(ii.) Control of operation. 

(iii.) Control of rates, fares, and other charges. 

The control of the construction and physical condition of our 
railways has been exercised mainly in the interest of safety — 
safety of the public, safety of the railway employees. It is 
admitted, however, that in some matters the general comfort of 
the public has been alone the issue. The tendency is for first one 
and then another requirement to be added to the list. Our 
signalling system is probably the most expensive in the world. 
Station accommodation of an expensive type has been forced at 
insignificant roadside stations. Either-side brakes on freight 
wagons have been more recently insisted upon. Our railways are 
threatened with the demand for automatic couplings. 

The case of automatic couplings supplies an admirable instance 
of the expense which may be forced on railways by a controlling 
authority which has no financial responsibility. Some years ago 
I examined the whole of the recorded accidents for two years on 
one of our large railways. The result showed that the accidents 
which might have been avoided by the use of automatic couplings 
averaged three fatal cases, and ten non-fatal per annum. The 
cost of the change was estimated at ^9900,000. At 4 per cent., 
this means a permanent charge of £36,000 per annum — £10,000 
for each fatal accident, and £600 for each case of injiury. It 
seems absolutely clear that the expenditure would be quite 
unjustifiable, unless there is the clearest evidence that large 
economies in operation would also result. I submit that our 
present system of control is not competent to deal with cases of 
this type. The decision is given without due regard to the 
increase in railway expenditure, and the effect such increase will 
have on railway rates. The public cannot have it both ways. 
They cannot claim continuous reductions in rates, and at the 
same time continually be increasing the burdens laid on the 
railways. 

I would also point to the evidence given before the recent Vice- 
Eegal Commission on Irish Eailways. More than one responsible 
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railway official stated that the Board of Trade requirements were 
so stringent that applications for additional accommodation had 
to be declined on the ground that no adequate return could be 
got on the capital. The Board of Trade witnesses, it is true, 
intimated the Board's willingness to consider a modification of 
the requirements in specific cases. The fact remains : no modified 
list applicable to the cases of standard railways with a light traffic 
has been issued. That the requirements, as they stand, are 
hindering railway development in the less prosperous parts of the 
country is the opinion of railway experts. 

Combined with this control of construction and equipment, 
there is control exercised over the staff. In the matter of hours, 
I am convinced long hours have practically ceased to be a source 
of accident. A statement taken out in 1909 for the purposes of 
an arbitration on hours and wages showed more accidents occurring 
in the first three hours of duty than in the later periods of three 
hours. Eegulation of hours of duty in the interests of safety 
should be practically at an end. Should the State press further 
reductions of hours, the increased costs caused should be a matter 
for the State to consider. It is, however, more likely the railways 
will be left to get out of the hole as best they can. 

Limitations of hours have been followed by interference with 
wages. The State has not actually undertaken to settle railway- 
men's rates of pay and conditions of service, but there cannot be 
much room for doubt that it would have undertaken the task had 
not the two parties to the disputes in 1907 and 1911 come to 
terms. In the settlements — and the settlements were effected 
under strong pressure from the Grovernment — the railways have 
relinquished the right to settle the hours, wages, and conditions 
of service (with certain limitations) of their men. Persons with 
no financial responsibility for the outcome will in future determine 
the standard hours of work of the men, and how much the railways 
shall pay for their work. At the instance of the Government, the 
railways have parted with the control of a very large proportion 
of their current expenditure. That control is to be exercised by 
persons with no responsibility to the owners of the property. It 
is likely, if we may judge from the past, that it will be exercised 
by men with little or no knowledge of railway work and manage- 
ment. It is very questionable whether the decisions will satisfy 
either party. It is equally uncertain whether the railway industry 
will be left in a sufficiently prosperous condition to carry on its 
functions in the manner the trade and commerce of the country 
require. 

Service, too, is not unregulated, and in one respect in a way 
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which has caused serious injury to more than one railway. The 
Cheap Trams Act of 1883 laid the railways under obligations 
to run certain workmen's trains. Under various Acts relating to 
individual railways, additional obligations have been imposed, 
until to-day we find the Tube railways in London so regula,ted 
that they work their lines for several hours daily with full trains 
for no profit. These railways have so far failed to earn a reason- 
able remuneration for the capital invested in them. When more 
urban railways are wanted for London's growing traffic, can 
private enterprise be expected to undertake the work ? Will not 
some public body have to come to its assistance or undertake the 
work itself? The workmen's trains are really a special tax 
imposed on a single industry in the interest of a particular class, 
and for which the railways receive no credit. Control in its 
present form is in danger of regulating private enterprise out of 
existence. 

Coming to the control of rates and fares, there can be no 
question that Parliament has been handicapped by the lack of 
adequate data. The allegation is made that railway rates are 
excessive. A Commission conducts an elaborate inquiry and 
issues a report. Legislation follows. Yet all the time abso- 
lutely essential facts and information are not forthcoming. We 
do not know what work our railways are doing, either its amount 
or its quality, save in the vaguest way. How then can the 
rates charged be fairly considered? They may be reasonable 
having regard to all the facts of the case, but as the facts are 
not known none can say they are or are not so. I submit it is 
impossible to exercise a wise control over railway rates under 
these circumstances. 

That the control of rates has sometimes been misdirected is 
evidenced by the Eailway and Canal Traffic Act of 1894. It 
lays on the railway companies the burden of proving that any 
increase in a rate since 1892, which may be alleged to be un- 
reasonable, is reasonable. It is not sufficient to show that the 
increased rate is reasonable. The direct effect of this has been 
largely to destroy elasticity in railway rates, to render the rates 
inflexible. Further, when a case goes before the Eailway and Canal 
Commissioners, only one class of evidence is accepted as proving 
the reasonableness of the increase — evidence of increase in the 
working costs of the traffic to which the rate applies. Eailway 
rates have never been based on costs. In fact, all railway 
managers and economists agree in condemning this as a basis. 
Eate-making is to be on one basis ; rate-mending on another, and 
that a basis condemned by practically all save bodies of Com- 



17 

missioners appointed to control railway rates. Only last year a 
Departmental Committee ^ recommended that this law be applied 
to charges for passenger traffic. Yet no law has done more to 
prevent railways taking reasonable commercial risks in experi- 
menting with reductions of rates. We cannot ignore that among 
the latest powers granted to the Interstate Conimerce Commis- 
sion is the power to practically prescribe rates. This, I submit, 
is not really a power of control, but the power to perform a 
function of management. The Commission, too, has adopted the 
same view in regard to the importance of costs in rate-making, as 
has been taken in our own courts. 

This fundamental difference on a matter of principle between 
practice and control seems to strike at the very foundations of 
the management of railways by private enterprise. Economies 
effected in operation have partially overcome the difficulties 
created. A further extension of the principle, it seems to me, 
may result in making it impossible for our railways to be worked 
as commercial concerns. In that case, the railway proprietors 
may be compelled to call on the State to relieve them of their 
responsibilities by taking over the railways. 

Other State control of rates falls under the head of undue 
preference. Here again the position is not satisfactory. The 
State has given no guidance when a preference is to be con- 
sidered undue. The prohibition of undue preference may be 
objected to as vague. Then the prohibition does not apply to 
the actions of two separate railways, and so only covers a small 
portion of the matter. It gives protection when traders are 
served by the same railway company, but none if they are served 
by different companies. The law operates unequally. 

In conclusion, I would say that the trend of State control of 
our railways seems to be in the direction of depriving the pro- 
prietors of the power of adjusting their business with the changes 
in commerce and industry. The railways have been compelled 
to spend vast sums without regard to their ability to win a 
reasonable return on the expenditure. In other directions the 
control stops short, covering only a portion of the field. All 
this is driving us in the direction of nationalisation. Not because 
as a nation we wish it or think it would be to our advantage. 
Not, in my opinion, because adequate control has proved im- 
possible. It is driving us mainly because the legislature has 
acted on no guiding principles, but has extended control in this 
direction or that just as popular agitation impelled it. Further, 
the control has been largely based on the assumption that com- 

1 See Beport of the Departmental Committee on Eailway Agreements and 
Amalgamations. 
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petition would correct any failures of control, an assumption 
which has cost the country vast sums. Finally, the railways 
have hardly given the State the assistance they might have done. 
Control has been strenuously resisted. It is only on rare 
occasions that the railways have co-operated with the State in 
its effort to discover the solution of problems caused by changed 
conditions. There is at present no definite evidence that our 
railways cannot continue to serve the country efficiently as 
private enterprises, but the continuance is dependent upon the 
development of a well thought out scheme of control. Such a 
scheme can only be developed if railway experts, traders, and 
politicians combine to raould it, instead of treating one another 
as antagonists. 

W. Tbtley Stephenson 
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PARLIAMENT AND THE RAILWAYS. 

By Edwaed Cleveland- Stevens. 

I SHALL attempt to argue that Parliament has never settled 
upon a definite railway policy, that it has constantly changed its 
ground, and that it has hampered the action of those tribunals 
to which, rather unwillingly, it has delegfeited some of its control 
over railways. There is nothing novel about my contention, but 
some reference to the historical facts upon which it is based may 
be useful, since we have studied them so little in this country. 
I am not greatly concerned with the particular bearing of these 
facts upon the present situation. But I suggest that if State 
ownership is as inevitable as Mr. Acworth has maintained, we 
should realise the danger of allowing the State to act through 
Parhament, and should seek to establish a Bailway Board com- 
pletely independent of Parliament. 

It is agreed that our railway system, though perhaps "an 
adequate network," is a somewhat haphazard one. It was not 
based on any general plan. The skeleton of the system was being 
constructed in the forties by independent self-control companies, 
while Parliament hesitated to interfere, or failed to interfere 
effectively. James Morrison, it is true, presented his scheme for 
limiting dividends and revising tolls as early as 1836 ; some years 
later, in criticising the attitude of Parliament towards his pro- 
posals, he said that while we had allowed the railway companies to 
extend so that interference had become very difficult, the French 
Government had very wisely adopted regulations and limitations 
similar to those which he had advocated for this country. 

However, one can hardly blame Parliament. Eailway policy 
was in the making in the forties. Committees of investigation, 
notably that of 1839, confessed themselves bewildered by the 
novelty and complexity of the subject. Drastic interference would 
probably have been very harmful ; Gladstone alone attempted it, 
and his Act of 1844 has been criticised as directly encouraging the 
speculation of the following years ; if not harmful, it was certainly 
unsuccessful. 

B 2 
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But there was little likelihood of intervention in the forties. 
It was contrary to the political creed of the time. Sir Eobert 
Peel found it imperative to put some restrictions upon company 
promoting in 1846, owing to the flotation of fraudulent railway 
projects. But in introducing his restrictions, he thought it neces- 
sary to acclaim the "importance," to quote his own words, "of 
adhering to the great principle of permitting in this commercial 
country the free application of individual enterprise and capital ; 
. . . that general principle is so valuable even with respect to 
railways that I should under all ordinary circumstances be un- 
willing to interfere." In 1848, the Eailway Commissioners drew 
up a scheme of supervision of railway policy. During the pre- 
ceding years, thanks to the freedom with which this individual 
enterprise and capital had been applied, many unnecessary lines 
had been constructed and the railways had been saddled with their 
burden of excessive capital. The Commissioners had a good 
enough case, therefore, especially as the so-called railway crisis 
was still fresh in everyone's mind. But they paid their tribute 
of respect to laisser-faire in these words : "All interference must 
be regarded as an exception from the ordinary rules, and as 
requiring to be justified by special circumstances. Governments 
in former times may have imagined that they could promote public 
interests by regulation and interference. But it is now generally 
admitted that such interference was founded on erroneous prin- 
ciples, and that the interests of the public are best consulted by 
leaving supply and demand to be regulated by the principle of 
competition." 

There was, however, still another reason why Parliament did 
not get a firm hold of the railway question in the 'forties. It had 
not the time. The railway problem was only one of many critical 
questions with which Parliament had to deal in those years. On 
the whole, it was remarkable that so much time was found for the 
investigation of railway schemes. 1846 was the most important 
year. In that year Parliament sanctioned 272 railway Acts — 
the largest number ever passed in any one year. In that same 
year six Select Committees of Parliament found time to investigate 
different aspects of the railway question. But it was impossible 
for the Houses to give much attention to the reports of these 
Select Committees, however carefully they were prepared, 
however deserving of attention they might be. The pages 
of Hansard for 1846 show that the Corn Laws and the 
famine and sedition in Ireland were the almost invariable 
subjects of debate ; an occasional excursion into railway matters 
was made, but 1846 was also the gieat year in the battle of the 
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gauges, and when railways were discussed, it was the gauge ques- 
tion that chiefly interested Parliament. 

But whatever excuses are made for Parliament's failure to 
appreciate the earlier railway problems, to legislate on compre- 
hensive lines, and frame a consistent railway policy, little can 
be said in exculpation of its attitude towards the initial stages 
of each particular railway scheme. Under the private Bill system 
each of these schemes was judged on its own merits by a small 
committee of the House, irrespective of the decisions of other 
committees. Where one committee favoured a Bill on the ground 
of competition, another would reject a Bill for that reason. Quite 
apart from the expense put upon the companies by this piecemeal 
procedure, and the heavy demands which it made upon the time 
of Members of Parliament, it practically ensured the growth of 
a disorderly, haphazard railway system. Gladstone realised this 
and attempted to introduce a remedy in 1844. His Committee of 
^ that year condemned the private Bill system : their report stated 
that "bodies whose existence begins and terminates with the 
single occasion of each Eailway Bill " cannot put forth a sound 
system of general rules. Consequently a new Eailway Department 
was established in the Board of Trade ; it was generally known 
as Dalhousie's Board, or the Five Kings, and was discontinued 
in July, 1845, before it had been in existence a year. Its duties 
were to advise Parliament on all railway questions of magnitude 
or novelty. During its short career the Board did some excellent 
advisory work, particularly a memorandum on the amalgamation 
schemes of 1845. The Board failed because Parliament disliked 
it, neglected and overrode its reports, and left the public and the 
Board itself in doubt as to the authority with which it was invested. 
Many later instances of this opposition of the House to the Board 
of Trade might be given. Captain Douglas Galton, of the Board 
of Trade, gave some interesting evidence on the question in 1858 : 
"We group Eailway Bills," he said, "for the private Bill com- 
mittees, but they do not generally adhere to our classification." 
His department made some reports to the House, but those 
reports, he pointedly added, were in the form of observations, not 
recommendations ; the House was more likely to accept them in 
that form ; recommendations might appear dictatorial. Galton 
could not suggest any improvement in railway procedure until 
Parliament was more inclined to support the Board of Trade 
and adopt their reports ; it had, he said, generally done the very 
opposite. Galton's opinion might be biassed. Here is the opinion 
given in 1866 by another distinguished witness, Charles Stewart, 
Secretarv to the L. & N.W.E. for nearly twenty years : "The 
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Committees are exceedingly jealous of the Board of Trade. They 
have never treated the reports of the Board with the slightest 
respect. They have never been guided by the reports of the 
Board." 

The recent failure of the Board of Trade to carry the House 
vs^ith it in favour of the Great Northern, Great Central, Great 
Eastern Bill, appears to show that the Legislature is still inclined 
to distrust or neglect the considered opinions of the Executive. 

Let me now turn to three railway measures passed in 1846, 
1854, and 1873, with a view to showing the failure of Parliament 
to appreciate schemes of control recommended to it by careful and 
able investigators. Most of the Select Committees of 1846 urged 
that a permanent railway board was necessary. Wilson Patten's 
Committee on Amalgamation considered that the railway system 
was so complicated that no enactments passed by Parliament could 
provide for all contingencies ; a strong department of the Executive 
which would command general respect and confidence was abso- 
lutely necessary. James Morrison led another inquiry in the 
same year, and in his report said : "In this country no comprehen- 
sive system has even been traced ; . . . the best mode of com- 
municating the benefits of railways to the Kingdom as a whole 
is only incidentally considered by committees in deciding between 
rival projects." The report urged that railways were essentially 
matters for public legislation, not for private Bills. Eobert 
Stephenson's evidence was quoted, to the effect that the lack of 
control over the preliminary steps in railway schemes was the 
root of all the mischief existing in the railway world. 

Finally, Morrison's report made this very strong statement : — 

"Objectionable as the mode of proceeding before committees 
confessedly is, and erroneous as their decisions may sometimes 
have been, this evil sinks into insignificance in comparison with 
that to which the country has been exposed from the want of a 
Board of high character, connected with the Executive Govern- 
ment, to watch over the public interests in railway affairs." 

Accordingly, the Act of 1846 for constituting Eailway Com- 
missioners was passed. Hadley says that Dalhousie's Board had 
too much work and too little pay, while the Commissioners of 
1846 died of too much pay and too little work. They certainly 
died of too much pay, since they were abolished by an Act of 
1851 because the Salaries Committee of the Commons considered 
£8,000 a year too large a price to pay for their services. But I 
cannot agree that the Commissioners were idle. The volumes 
containing their reports may be consulted, and will probably 
impress their reader with the diligence and energy of the Com- 
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missioners. But it is quite possible that ^8,000 was too much to 
pay even for these admirable reports, since Parliament largely 
ignored them, and they were therefore expensive at any price. 

Turning to 1854, I need not go into the details of the famous 
Traffic Act of that year. I only wish to show how little of the 
recommendations of the Commmittee of 1853 was embodied by 
Parliament in the Act. That Committee, like the majority of 
railway committees, investigated certain problems with the greatest 
care, and it was composed of eminent men. Indeed, Select 
Committees and Commissions on railways, until recent days 
at any rate, have numbered among their members many of the 
great statesmen and politicians of the times ; one might mention, 
among others, Gladstone, Peel, Lowe, Goulburn, Bright, Hume, 
Lord John Eussell, Sir James Graham, Cardwell, Henley, Milner 
Gibson, Lord Derby, Lord Salisbury, Lord Kandolph Churchill. 
The Committees have often made admirable reports, but Parlia- 
ment has not acted upon them. 

Cardwell's Committee of 1853 investigated the question of 
amalgamation. The Traffic Act of 1854, introduced by Cardwell 
to carry out the recommendations of the Committee, finally 
became law, after drastic alterations, in a form which contained 
no mention of amalgamation. Further, Cardwell's Committee 
urged that Parliament's existing method of dealing with Eailway 
Bills should be revised ; a permanent committee should be estab- 
lished to deal comprehensively with all railway schemes, districting 
the country, deciding questions of principle, and generally intro- 
ducing some method into railway legislation. I need hardly point 
out that the Traffic Act of 1854 neglects this matter entirely. 
All that was done was the estabhshment of a General Committee 
on Eailway and Canal Bills in the House of Commons; the 
inquiry into private Bill legislation in 1863 found that this General 
Committee practically failed to make any improvement in the 
private BUI system. 

Similarly in 1872 ; of the ten members of the joint inquiry into 
amalgamation that year, nine were Cabinet Ministers at some 
period of their career. They recommended the establishment of a 
new railway tribunal, something which should be permanent, and 
should combine judicial and administrative functions. The result 
was the Eegulation Act of 1873, appointing three Commissioners, 
who formed a tribunal which, in the first place, was judicial, not 
administrative; and which, secondly, was not permanent; the 
Commissioners were only appointed for five years, and though the 
Eates Committee of 1882 urged that the Commissioners were 
handicapped in their work by this lack of permanent position, it 
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was not until 1888 that Parliament made them permanent. 
Valuable as the Eailway Commission may have been, it has little 
connection with the recommendations of the Joint Committee of 
1872, whose words of recommendation were these : "A body which 
could assist the Houses with Amalgamation Bills, and render 
legislation more harmonious and satisfactory." 

I have no time to deal further with the Parliamentary history 
of railway questions. Far from suggesting that Parliament's 
neglect or mishandling of these questions has been deliberate, I 
think it is only the inevitable result of Parliamentary procedure 
that mistakes and inconsistencies should occur. If railway ques- 
tions were not of general interest to members, the House might 
have been content to take the recommendations of Committees as 
they stood, and to embody them in legislation. But being of 
general interest, these questions have received some attention from 
the House, not enough attention for the mastery of their intricate 
problems, but sufficient to metamorphose and often completely 
to mar the recommendations of the Select Committees, who by 
patient investigation had made some approach towards a mastery 
of the problems. Parliament has no more time for railway business 
now than it had in earlier days ; it has not realised now any more 
than it realised before that railway problems are more difficult 
than they appear to be, and are not satisfactorily solved by off- 
hand amateur legislation. Parliament has still to evolve a railway 
policy. 

Even on the question of amalgamation, which has been such 
a favourite subject for investigation and debate, no settled policy 
has yet been reached. A Board of Trade memorandum on the 
question was prepared for the Board of Trade Eailway Conference 
of 1909 ; it points to the absence of any fixed line of policy as to 
amalgamation, and makes this statement: "The decisions of 
Parliament in relation to railway agreements and amalgamation 
have been based in the main upon consideration of the individual 
circumstances of particular cases. . . . Whilst Parliament has 
constantly sanctioned new competing lines in the public interest, 
it has, on the other hand, frequently sanctioned amalgamations," 
not only to form one continuous line, "but also in instances in 
which the amalgamating lines were independent and competing 
railways." The system, so bitterly criticised from the 'forties 
onwards, of judging each railway scheme independently, without 
reference to the whole network of communications, remains in full 
force, and a company applying for Parliamentary sanction for its 
proposals may still suffer a quite unexpected reverse. Edwin 
Chadwick, in his evidence before the Eoyal Commission of 1867, 
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criticised the enormous cost and the uncertainty of the procedure 
in these words : "The whole of the expense connected with the 
Parhamentary procedure is scandalous." He quoted the opinion 
of a Prussian administrator who had compared the ease with 
which local schemes obtained sanction in his country with the 
difficulties of private Bill procedure in England. "You," he said, 
"have two mobs to fight through, and you have to bribe half of 
them." One may not agree as to the bribery, but the proceeding 
is costly enough without that. 

I am only concerned with the uncertainty of it and the light 
it throws on Parliament's attitude to railways. It is evident 
that Parliament is attached to a palliative temporising policy ; 
history shows that it has been reluctant to map out the future. 
Much of the criticism of the private Bill system may have little 
direct bearing on present-day conditions, since the promoting of 
new railway schemes is not a very frequent occurrence. But if 
we are to have an extension of State control or State ownership, 
the question by whom the control or the direction will be exercised 
is an important one. 

Mr. Acworth, in an address to the British Association in 1908, 
laid stress on the essential difference between England and 
America on the one hand and some Continental States on the 
other : England and America are legislative in their governmental 
systems ; France and Germany are executive. The Legislature is 
by nature unfitted to perform the economic functions of railway 
management. And I have attempted to argue further than this, 
that our English Parliament is particularly unfitted, because 
during its connection with railways it has shown a marked in- 
ability to legislate on broad and permanent lines, to establish a 
definite railway policy, to follow its own precedents in its dealings 
with the railways. 

At this moment, when the nationalisation of the railways is 
being freely discussed, it is often forgotten that one method, and 
one only, is legally possible, namely, that laid down by Gladstone's 
Act of 1844. That Act is unrepealed, and therefore, I presume, 
binding. The Act put obligations upon railway companies as 
to running cheap trains. The acceptance of those obligations by 
the railway companies implied that certain consideration and 
security of tenure would be given them by the State. But the 
rates legislation of the 'nineties and the competition of tramways 
which Parliament has sanctioned, suggest that the State has for- 
gotten its bargain. I am not criticising that rates legislation or 
competition, but I suggest that had Parliament thought of estab- 
lishing a systematic railway policy, it would have removed these 
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anomalies, and stated definitely the grounds upon which it was 
acting, and intended to act in the future. I conclude by asking 
this question : Is any alternative to control by Parliament possible ? 
Either for our railways as they are now, under private manage- 
ment, or under State management, is it possible to establish an 
executive control independent of Parliament ? 

As early as 1846 James Morrison urged that Parliament should 
put into the hands of a permanent independent body all the 
preliminary inquiries into railway schemes, keeping, however, 
"the power of deciding in the last resort." In the same spirit, 
Lord Eedesdale proposed in 1863 that no railway scheme should 
come before Parliament until it had been sanctioned by a pre- 
liminary paid Board. Mr. Eickards, counsel to the Speaker, 
suggested that Parliament had already delegated its powers to 
independent bodies in the case of the Enclosure Commissioners, 
the Divorce Court, the Local Government authorities. He wished 
the same course to be adopted with regard to railway matters, 
though he compromised by allowing the supervision of Parhament 
to remain "rarely exercised, yet reserved as a check for extreme 
cases." This scheme, and Lord Eedesdale's, were prepared for 
the Select Committee on Private Bill Legislation in 1863. Erskine 
May, at that time Clerk Assistant of the House of Commons, 
also gave evidence, and proposed a far more sweeping change : 
he was ready to suggest many improvements in the existing 
procedure, but he maintained that the only complete remedy lay 
in the constitution of a distinct tribunal, which should supersede 
Parhament in railway matters. It is true he wished the tribunal 
to be as judicial as possible ; indeed, his suggestions foreshadowed 
the Eailway and Canal Commission. But he pointed out the 
root trouble when he said that Parliament always showed 
"jealousy, perhaps a proper jealousy, of every executive and ad- 
ministrative department." "I would not," he said, "place any 
contentious jurisdiction in an Executive Department, for then you 
would probably have the President of the Board sitting in Parlia- 
ment and questioned as to his discretion in the exercise of a 
judicial function, which I think is quite inconsistent with our 
notions of judicature. I would, therefore, have the court con- 
stituted so as to be quite independent of Parliament. I would 
select the very best men who could be obtained." In that way 
he believed that a court fully possessing the confidence of the 
public would be established. 

But to-day we require more than a judicial court ; an advisory, 
perhaps an administrative body is necessary, and in spite of the 
precedent of the Port of London Authority, one cannot imagine 
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that Parliament would create a board of this sort, independent of 
itself. Yet if the head of the Board sat in Parliament to answer 
for his Board, I suggest that, judging from the past, the efficiency 
of the Board would be greatly impaired. 

I make bold to ask this concluding question : " Since the 
State must almost inevitably act through Parliament, would it 
not be better for the country if the State refrained from inter- 
ference ? " It was argued this morning that further control was 
necessary because the old control exercised by competition was 
going or gone. It is not disputed that the railway companies 
have abandoned rate-competition since the legislation of 1894 
put it out of the question. But they have not been at all averse 
to compete in facilities. 

I confess I am not quite convinced that competition is doomed. 
Ever since 1839, when the first important inquiry into railway 
matters was made, all the various Committees have expressed 
their belief that competition was on the verge of death. If it is 
now at last failing, it is not the railway companies, but the 
decrees of Parliament that have rung the knell. If the rates 
legislation were repealed, it might still be found that the com- 
panies had the will fo compete, and not with the disastrous 
recklessness of earlier days, but with judgment and moderation. 
Competition of any sort is no ideal solution, but it may be worth 
considering as an alternative to the extension of control through 
Parliament. 
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THE NATIONALISATION OF RAILWAYS IN 
PRUSSIA : ITS CAUSES AND SEQUELS. 

By Hbemann Schumacher, 
Professor of Economics at the University of Bonn. 

The idea of nationalisation, as far as it rests on the basis of 
our present economic system, is the outcome of an antagonism 
of interests that will arise, whenever an object regarded from the 
standpoint of private interest, appears to be the end itself, but 
which, viewed from the standpoint of the community at large, 
is only a means towards the ultimate end. Such antagonism of 
" means and end " will always arise when we pause at any inter- 
mediate stage in the course of operations between the raw material 
and the ultimate finished product, but it is not in all cases so 
far-reaching and strong as to suggest the remedy of nationalisa- 
tion. It will increase all the more in extent and intensity the 
lower we descend in the graduation presented by the process 
of production in our economic system. In the case of machine- 
tools, it is confined to a small circle of interested parties, and is 
greatly mitigated by the competition among manufacturers ; with 
regard to these, the idea of nationalisation, under our economic 
system, has never yet suggested itself. In the case of the produc- 
tion of coal, a far larger portion of the community is directly 
concerned, and the limited stock of coal in the coal deposits 
existing in nature renders it far more easy for the producers to 
eliminate the effect of free competition as a price-regulating factor. 
On account of the far greater number of consumers concerned, 
and in view of the existing possibility of monopolising the supply, 
the antagonism between "means and ends" is in this case so 
much more far-reaching that at any rate the idea of nationalisa- 
tion has been repeatedly discussed. But in proportion as division 
of labour has developed, the cost of transport both in obtaining 
raw materials and in sending out the manufactured goods, has 
assumed ever-increasing importance as a factor in the total cost 
of procuring production. Everyone nowadays is under the neces- 
sity of procuring goods. In this respect the number of parties 
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concerned is so large as to be almost co-extensive with the whole 
community, and on the other hand the modern transport system 
not only presents the possibility of being monopolised, but the 
character of a monopoly is in fact, as we shall see later on, in- 
herent in its very nature. There is not only a possibility of 
eliminating competition, but to a great extent competition is 
precluded from the outset. The antagonism between "means and 
end " therefore manifests itself most extensively and most acutely 
with regard to railways. This is the reason why railways occupy 
an exceptional position among all modern enterprises, inasmuch 
as, in their case, the idea of nationalism has been and is being 
realised to an ever-increasing extent. 



Prom the standpoint of the community at large the railways 
may be considered a "means" in various ways. They may be 
thus considered from the general economic, the financial, the 
commercial-political, and the military point of view. They may 
be looked upon as a means of political power, of revenue, and of 
traffic. Of course, all these points of view have been taken into 
consideration in the nationalisation of the Prussian railways, but 
the decisive and dominant factor was first and foremost the 
general economic aspect of railways as a means of traffic sub- 
servient to the development of the economic powers of a nation. 

As a means of political power, private railways answered quite 
satisfactorily in the Franco-German War of 1870, as is admitted 
on all hands. There was no cogent reason for altering the existing 
state of things on that account. Of course, this does not mean 
that there was no room for improvement in some respects. More 
particularly, in the event of a mobilisation, much trouble would 
be saved if only one railway administration had to be dealt with 
instead of forty-nine, as was the case in 1870. Every means of 
political power gains in importance if it is handled by one will 
only instead of by a plurality, even of concordant wills. Por this 
reason Moltke considered the unification of railways by the State, 
that is, by the Empire, "desirable." But as a matter of fact, 
proof had just been furnished, at that period, that military pur- 
poses could be served even without this. If the railway system 
failed anywhere during the war, it was not in military but in 
economic respects. Several private railways had their rolling 
stock and staff so fully taken up by war transports, that it was 
impossible for them to cope with the requirements of civilian 
traffic. In this respect a unified railway administration embracing 
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a larger territory could have restored the balance more easily. 
Such economic reasons, derived from the experiences of the war, 
vrere not without influence on the nationalisation of Prussian 
railways ; in fact, they were powerful factors courting public 
opinion in its favour. The purely military aspect, although of 
more vital importance to Germany than to any other country, 
owing to its central position in the European Continent, was not 
in the forefront as an impelling motive for nationalisation, though 
it has emphatically asserted itself since then. 

As a means of political power, railways also play a rdle in the 
peaceful rivalry of nations. Bismarck even pronounced the 
dictum : "It is impossible to carry out a Customs tariff policy 
independently of a railway tariff policy." At any rate, close 
relations exist between protective tariffs and railway tariffs, for 
although it cannot be considered a legitimate object of railway 
tariffs to intensify the effect of protective duties, nevertheless a 
State, watchful of its national interests, cannot permit railway 
tariff facilities to be utilised, at the will of the individual, for the 
purpose of mitigating the effect of protective duties, and thus 
paralysing, in the one-sided interest of individual concerns, the 
arrangement which the State has found it necessary to carry out, 
with arduous struggles, for the benefit of the community at large. 
Any clashing between the Customs tariff poHcy and the railway 
tariff policy must therefore be prevented. These close connec- 
tions between commercial policy and trafi&c policy enabled a 
practical politician like Bismarck to utilise, for the purpose of 
nationalising the railways, the change in German public opinion 
with regard to the commercial policy of the nations. Hence the 
commercial-political argument facilitated the scheme of nationali- 
sation and played an important part in the debates. But it was 
not the deciding factor for the government policy ; on the con- 
trary, it can be proved by evidence that the idea of nationalising 
the railways was dominant in the minds of leading statesmen 
before they thought of adopting protection ; it had already sprung 
up on the soil of the Free Trade policy. 

Still less can the financial aspect be considered to have been a 
decisive factor. Not a single utterance could be quoted from the 
debates on nationalisation of railways, which would suggest any 
intention of making the railways a means of revenue for the 
State. Outside Government circles, there was even a prevailing 
opinion that nationalisation of the railways was a "bad bargain," 
and the optimism which moved the responsible statesmen to bold 
action did not go to greater lengths than to deny the assertions of 
their opponents, that heavy, if not intolerable financial burdens 
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would be cast on the State by nationalisation. The Government 
regarded the whole measure as of no financial importance ; they 
expected from it neither a loss nor a gain to the State. In fact, 
one may even say that the nationalisation of railways was not 
only not carried out for financial reasons, but rather in spite of 
financial objections. The Prussian Minister of Finance expressly 
admitted this when stating that the financial objections could not 
outweigh the cogent economic reasons for extending the State 
railway system. 

Hence economic reasons were the determining ones in regard 
to this measure, which constitutes perhaps the boldest inter- 
ference with the economic conditions of a nation ever resolved 
upon by any Government. Eailways were nationalised, not as a 
means of State power, nor as a means of revenue, but as a means 
of traffic subservient to the economic interests of the nation. But 
it was just in this respect that the antagonism between "means 
and end " — the conflict between the point of view of political 
economy and that of private interest — urgently called for a 
solution. This solution consisted in substituting, for private 
enterprise, the State as the guardian of the economic interests of 
the community. 

II. 

What were those special economic antagonisms, resulting 
from the nature of privately owned railways, which necessitated 
such a profound interference with the economic conditions of 
the nation? 

They manifested themselves in the construction, in the work- 
ing, and also in the financing of railways. 

As regards the construction of private railways, of course, 
the private economic point of view of profit-making and not the 
political economic point of view of general productiveness is the 
determining factor. While in the interest of the community, 
railways may therefore be very desirable in the poorer and less 
developed districts, private enterprise will devote its interest 
chiefly to those districts which have progressed farthest in 
economic development. Such territorial differences in the degree 
of economic development were particularly great in Prussia. 
Even to-day there is still a sharp contrast between the agricul- 
tural Bast and the industrial West of Prussig,, but three decades 
ago the contrast was immeasurably more pronounced. The ex- 
tensive agricultural East did not command sufficient available 
capital to provide the necessary railways. But the capital of the 
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industrial East did not feel particularly attracted towards the 
agricultural districts ; it preferred the more promisiiig possibilities 
of traffic offered in its own spheres, which in fact attracted capital 
from the whole country, and even from abroad. 

Thus the result was singular. While in the West keenly 
competitive railway construction was developing in ever-increasing 
measure, railways were lacking in the East. Lest the most 
important requirements should be neglected there, the State was 
bound to step in. It did so by granting guarantees of interest 
on capital invested, but even this did not suffice. The strategically 
important " Ostbahn " (Eastern Eailway) connecting Berlin with 
Konigsberg had to be built out of State funds. Nevertheless, in 
1883 the mileage of railways in the Eastern provinces of Prussia, 
for equal areas, was not half that existing in the Western pro- 
vinces, and of course the disproportion was far greater when 
confining the comparison to private railways. The small industrial 
region of Ehineland and Westphalia, in 1878, contained over one- 
fourth of all privately owned German railways. There, in the 
West, private railway enterprise had not only satisfied, but had 
actually outstripped the requirements of traffic, as was admitted 
even by the opponents of nationalisation. The possibilities of 
profit-making had given rise to the establishment of a plethora 
of railways. People were everywhere anxious to take a share in 
these chances of profit. There was a veritable hunt for railway 
concessions. And the State had not been very chary in granting 
them, feeling bound to afford, in the interest of the community, 
the possibility of developing to the fullest extent the much- 
vaunted effects of competition. This development would have 
found its climax in strictly carrying out the so-called "mixed 
system " advocated by the opponents of nationalisation. The 
fundamental idea of this system consists, as is well known, in the 
State entering into competition with private railway companies 
by railway construction of its own, not only in isolated instances 
(as had hitherto been done in Prussia), but as far as possible 
everywhere, in order to be thus enabled to exert a more effectual 
supervision than would be possible by mere legislative enact- 
ments. This would simply have made wasteful competitive 
railway construction the leading principle in railway matters, 
more especially as such a systematic proceeding on the part of 
the State could not have failed to set up a corresponding reaction 
among private railway companies. For if the State systematically 
competed with them, they could not but develop on their part a 
tendency to make the competitive struggle with the State as 
general as possible. This manifested itself clearly when, after the 
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war of 1866, the Hanoverian State railways became the property 
of the Prussian State, this considerable accession to the hitherto 
disconnected Prussian State railway system led to "feverish com- 
petitive railway construction by the private companies," not on 
the general economic ground that the existing means of railway 
communication did not suffice, but simply from the private 
endeavour to create the possibility of competition even by cir- 
cuitous routes. 

Hence deficiency of private railway enterprise on the one hand 
went side by side with "over-production " of railways on the other. 
Both were regrettable from the standpoint of the interest of the 
community at large, for while promotion by railway facilities 
of economic activity in the poorer regions was desirable, any excess 
in railway construction, not called for by reasons of political 
economy, meant national extravagance. The German nation was 
not rich enough, at that period, to be able to afford such extrava- 
gance. But it had also direct detrimental effects, because the 
expropriation of property necessitated by railway construction in- 
volves such grave interference with numerous private concerns, 
that the disturbances of working, and annihilations of capital, 
inevitably resulting therefrom, cannot be held justifiable unless 
necessitated by urgent considerations of public interest. 

At the same time, under the conditions just pictured, a peculiar 
"division of labour" resulted: the remunerative railway lines 
fell to the share of private capital, while those worked at a 
loss fell to the share of the State. Thus the State was con- 
fronted with the dilemma of either contenting itself with an 
imperfectly developed railway system, or else seeing its financial 
burdens increased by the development of the railway system. 
The only way out of this dilemma was the possibility of balancing 
the losses made on the one hand by profits realised on the other, 
that is to say, by taking over the whole of the railway system. 
Thus there are not only general economic reasons, but also 
considerations of the State railway administration, to account 
for the fact that railway construction by the State has not, 
as was predicted by the opponents, been retarded by the carry- 
ing out of the nationalisation of railways, but on the contrary, 
has only thereby been enabled to progress freely and without 
hindrance. The system of railways subject to unified State 
administration increased, in the first place mainly through 
the nationalisation, from 6,049 kilometres in 1879 to 19,487 in 
1884, but afterwards it nearly doubled during the following 
twenty-five years— having in 1909 an aggregate length of 37,162 
kilometres. At the same time, the aggregate capital invested has 
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increased from 1,480 millions of marks in 1879, to 10,809 million 
marks in 1909. In the course of the last three decades over 
2,000 million marks have been expended. At the same time, the 
G-overnment has succeeded in remedying the great discrepancy 
hitherto existing in the territorial distribution of the railways. 
While in 1883 the smaller West vpas still nearly 3,500 kilometres 
ahead of the East, the latter can show in 1910 a difference 
of 1,100 kilometres in its favour. In 1910 there are 9'18 kilo- 
metres of railways per 100 square kilometres (as against 3"44 
kilometres in 1883) in the Eastern provinces, and 11'87 (as against 
7'13 in 1883) in the Western provinces. In proportion to the 
population the East is now even ahead, as in the more sparsely 
populated Eastern provinces there were, in 1910, 9'94 kilometres 
per 10,000 inhabitants (as against 7 13 in 1883), while in the 
densely populated Western provinces there were 8" 38 kilometres 
per 10,000 inhabitants (as against 12^30 in 1883). This highly 
important equalisation has been obtained mainly by the con- 
struction by the State of secondary lines, which predominate 
in the East, while in the West main lines preponderate. But the 
development of the internal system of means of communication 
has not by any means been confined to railways ; simultaneously 
with the development of the railway system, the system of water- 
ways has also been developed by the State. While railways were 
in the hands of private companies the waterways were largely 
neglected, as has been the case in other countries. It was only 
after the nationalisation of the railways, notwithstanding the 
undoubtedly existing competition between the two means of 
transport, that a positive creative policy was again initiated in 
this direction. If we take into account the canal constructions 
now in hand, which will cost hundreds of millions of marks, 
North Germany can boast of possessing a more highly developed 
system of inland waterways than any other country. But this 
development itself is not the most remarkable feature. The most 
important point is this, that a deliberate and energetic com- 
mencement was made, in the management, on unified lines, 
of a system of waterways and railways as a connected whole. 
This was the consummation of the great process of organising 
the means of transport on rational lines, which commenced 
with the nationalisation of the railways. Even in Germany 
there are not many, as yet, who are capable of fully appre- 
ciating the scope and significance of this latest development. 
Of course, it would be out of place, here, to enter more fully 
into this development ; what has been stated will suffice to show 
that, as regards the development of the means of traffic, nationali- 
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sation of the railways has not only removed the incongruities 
and disparities hitherto hampering development, but has at the 
same time proved the starting point of extensive developments, 
instead of leading to stagnation or retrogression, as was feared 
by many. 



III. 

Secondly, as regards the working of private railways, this^ of 
course, was also dominated by the idea of profit. It is true that 
a certain limit was set, by competition, to the profit-making 
inherent in the nature of a joint stock company ; but this was 
not by any means the case to so great an extent as had been 
anticipated, and as is usually found to be the case with other 
private enterprises, because competition, in the case of railways, 
is naturally restricted. It is merely a competition at those places 
which are served by several railway Unes independent of each 
other. As regards places situated between such railway centres 
and served by one railway line only, no such competition exists ; 
in their case no limit is set, per se, to the aim at maximum profits. 
At these intermediate stations higher rates of carriage may be 
demanded than at the railway centres, and any shortage of 
receipts caused at the latter points by competition may be com- 
pensated for in this way. 

This tendency resulting from the nature and purpose of a 
private undertaking, therefore, led necessarily to differential treat- 
ment of different districts. Local differential tariffs are the natural 
outcome of competition between railways. Wherever any railway 
competition exists they have arisen. While they are in the private 
economic interest of the railway, they are undesirable in the 
political economic interest of the community, because they modify 
the natural bases of the development of the economic life of a 
nation in an arbitrary manner, and cause artificial dislocations, 
which are all the more objectionable as they are not based on 
considerations of public interest, but are forcibly introduced into 
the development from outside for reasons of a foreign and purely 
accidental nature. 

By the same logical necessity which gives rise to a local 
differentiation in (tariff rates through the tendency of private 
railways to make maximum profits, a differentiation of another 
nature will also result. For good reasons, in private business 
relations, the wholesale customer is granted more favourable terms 
than the retail customer. This is a natural outcome of economic 
laws, and applies, as in other departments of industrial life, 
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particularly to private railway business. Hence, in the same 
way, as different regions are treated unequally, different cus- 
tomers are also treated unequally. Local differential tariffs are 
followed by private differential tariffs. And this is not to be 
considered an abuse, but in the nature of things. But this is 
likewise not in the public interest, because the unequal treatment 
of different customers also introduces an arbitrary element into 
natural development ; it dislocates the natural conditions of pro- 
duction and introduces into the struggle of competition an artificial 
and therefore aggravating element, as it is no longer conducted 
simply on the basis of cost of production and prices charged, as 
to which the producer himself can exercise a determining influ- 
ence, but also on the basis of freights determined by a third party. 
This implies a pronounced advantage to large concerns, and 
hence is a check to the rise of lesser manufacturing concerns 
capable of further development. The more a country is still in 
the full vigour of its development, the more these natural conse- 
quences of a system of private railways must affect it prejudicially. 

Lastly, the local differentiations in railway freight are accom- 
panied by temporary differentiations. This results in part from 
what has been stated, because the factors which give rise to local 
differentiation are in a constant flux of development ; their varia- 
tions will affect the tariff's, and lead necessarily to fluctuations. 
Another circumstance, however, is of still greater importance. 
Like any other industrial enterprise private railways are dependent 
on the trade conditions. Eates, therefore, will follow, more or 
less, the rises and falls occurring in economic life. This also 
results from the nature of things, but is also by no means in the 
interests of the community at large because the freights constitute 
an item in the calculation of the cost of production ; if these are 
uncertain, any definite calculation is jeopardised. That is the 
more so as the differences and variations make a survey of all 
existing railway tariffs exceedingly difficult. Before the nationali- 
sation of railways, there existed no less than six hundred odd 
different tariffs on German railways, not including special rates 
in exceptional cases. 

For all these reasons, there arose in Germany a desire for 
uniform treatment by the railways. Just at the time when under 
the stimulating influence of political unity and peace the energies 
of the nation began to stir as they had never done before, this 
desire spread and gained strength. At first people rested their 
hopes on State supervision. But this failed to produce the 
desired effect, because it was not a fight against abuses, but 
iagainst the logical consequences of an entire system. Such a 
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fight against the logic of economic laws cannot be successful, and 
never has been. It invariably leads to an alteration not as to 
substance, but simply as to form. What was previously obtained 
by direct means, will now be attained, though with less success 
and greater trouble, by devious means ; what previously mani- 
fested itself openly, will now hide in secret. In consequence 
what was hitherto right will now become wrong. 

This applies to railways in a particular measure because their 
administration is highly complicated and decentralised. For 
this reason the differentiations are by no means limited to rates. 
On the contrary, the most manifold possibilities present them- 
selves. As has been officially ascertained, preferential treatment 
has been granted by railways in favouring more or less justified 
claims for compensation, in granting storage and warehousing, 
in remitting place-dues and storage charges or demurrages, in 
exceptional favours as regards providing trucks, in granting free 
passes, and in giving preferences in adjudicating contracts, and 
the like. 

This large variety alone, of the various ways in which freight 
rate differentiations may occur, greatly enhances the difficulty 
of State supervision. But the main obstacle lies in the decen- 
tralised administration peculiar to railways. Though dimly felt 
in Prussia, before the nationalisation of railways, it was not clearly 
recognised till afterwards to what extent this decentralisation 
rendered any effective State supervision impossible ; the records 
of the railways were subsequently examined, and it was found 
that secret tariffs existed on an extensive scale, even in the 
case of railways least suspected of such a practice. In the 
case of one railway, as was stated by the Prussian Minister of 
Public Works, Maybach, at the sitting of the Chamber of 
Deputies of February 16th, 1886, no less than eighty secret tariffs 
were discovered. 

The growing disappointment over the attempts at State super- 
vision paved the way for the recognition that the demand for 
uniformity of treatment of all clients must necessarily lead to a 
State railway system. In official circles this recognition ma.tured 
very quickly because, through possessing and working some few 
State railways, the Prussian G-overnment not only acquired a 
direct insight into the existing conditions, but being adminis- 
trators of railway enterprises, themselves felt the existing evils 
in ever-increasing measure by actual experience. On the other 
hand this practical experience of the Prussian State in railway 
enterprise greatly helped to carry through the decision to 
nationalise the railways. Without this it would scarcely have 
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been possible to seize upon the favourable moment so promptly 
and to utilise it so surely and so effectually. 

To what extent have the demands for uniformity, constancy 
and simplicity in railway tariffs been met by nationalisation ? 

Keforms immediately set in. Through bookings and through 
rates were at once established between all stations on the new 
State railway system. Unification of tariffs was then carried 
through, with constant and .careful regard to the historic con- 
ditions. Since January 1st, 1910, thei-e has been a uniform 
tariff on all Prussian railways. In fact, the superiority of the 
Prussian railway system has made it possible to extend these 
endeavours beyond the frontiers of Prussia. Unification of tariffs 
and of the entire working of railways has been attained through- 
out Germany in most of the directions which affect the general 
public. Just as at present the passenger through-traffic scarcely 
knows any boundary between the German Federal States or any 
difference in railway systems, and a passenger may book through 
from any railway station to any other railway station in Germany, 
whether belonging to the Prussian State railway system or not, 
so it is possible to-day to dispatch goods from and to all German 
stations on uniform conditions, irrespective of any political or 
administrative boundaries, and the freights on German State 
railways under the principal tariff headings are the same, with 
exceptions scarcely worth mentioning, in the South, North, East 
and West. The demands for uniformity, constancy and sim- 
plicity in the tariffs are therefore met, both in form and substance, 
not only on Prussian State railways, but, under their determining 
influence — this being by far the largest railway administration in 
the world — also on the railway systems of the whole of Germany, 
to an extent unequalled in any other country. There is little 
left to be desired. 

The tariffs have been reduced pari passu with the long-desired 
unification and simplification of tariffs. Many individual figures 
might be adduced in proof of this. But they would not give 
any comprehensive idea. This can be gained more readily by 
the average receipts realised per ton-kilometre. It is true that 
this average figure does not reveal the full measure of reduction 
in the case of goods sent in bulk, for which the freight for long 
distances is to-day as low as 0'8 pfennigs per ton-kilometre. But 
at any rate the average receipts per ton-kilometre (made up of 
the freight rates, calculated on the basis of the distance and the 
so-called "forwarding dues," irrespective of distance) will enable 
one to form a general opinion. These receipts amounted in 1880 to 
4'14 pf., in 1909 to 3'54 pf. per ton-kilometre. They have there- 
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fore been reduced by about 15 per cent. That is to say, that in 
1910 the senders would have had to expend about two hundred 
million marks more for carriage if the traffic had taken place on 
the average rate of 1880. It is therefore no exaggeration to say 
that the reduction of railway carriage rates has saved the German 
public a sum which would run into thousands of millions of 
marks. But the full importance of this reduction can only be 
gauged if we consider that, since the nationalisation, the value 
of money has gone down, and the cost of production in general 
has risen. The reduction is therefore relatively greater than the 
absolute figures would suggest. This tendency to reductions, 
shown by the cost of freight in contradistinction to the other cost 
of production, is all the more important in German economic life 
because Germany is in ever-increasing measure compelled to 
obtain her raw materials from a distance, and to dispose of her 
products outside her own frontiers, in competition with foreign 
countries, and because she only enjoys in a limited measure the 
advantage of occupying a certain monopolistic position in the 
world's market. 

It follows from this that it is impossible to meet all wishes for 
reduction. The international economic position of Germany, on 
the one hand, and the favourable financial situation, which I 
will presently refer to, of the Prussian railways on the other, 
are constantly giving rise to such desires, and awaken them 
continually. The existence of such unfulfilled desires and con- 
sequent complaints of excessive rates is therefore natural, and 
one cannot reasonably draw from them any unfavourable con- 
clusions. Of course, this is not to say that it would be unfair to 
meet one or the other of such aspirations ; but if, notwithstanding 
their justification, they have not been complied with, it is not 
always solely due to unwillingness on the part of the railway 
administration, but in many cases to a sharp conflict of interests 
among the senders. It will never be possible to establish univer- 
sally satisfactory and ideal conditions in matters concerning 
railway tariffs. This kept in mind, it may be said that the 
nationalisation of Prussian railways has fulfilled every expectation 
entertained by the Government. The evils existing in connec- 
tion with railway rates — which were becoming more intolerable 
in proportion as national and international competition became 
keener — have been remedied. In this important domain of 
economic hfe, the guiding motive is the public interest alone, 
though, of course, errors in correctly recognising it are not entirely 
precluded. Comparatively simple principles, capable of further 
healthy development, have taken the place of a bewildering and 
frequently unintelligible chaos. 
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IV. 

Lastly, as regards the financing of railways, the evils arising 
in this connection resulted mainly from the mode of organisation 
adopted by private railways. As everywhere, so in Germany, the 
system of joint stock companies found in railways a ready field 
for vigorous development. Railway shares ranked foremost in 
the interest of the newly established German banks ; they were 
the principal item of Stock Exchange dealings. This in itself 
would not have been so bad, although, very frequently, the fact 
was not sufficiently recognised that in the great work of re- 
organising German economic life on modern principles, railways 
were merely a means, though a very important means, towards 
an end, not the ultimate end itself. Yet as the joint stock com- 
pany system developed, it developed not only its advantages, but 
also its unhealthy excrescences. Prussia had to experience on a 
small scale what, later on, America had to go through on a larger 
scale. The whole private economic system of the German rail- 
ways degenerated. Many capitalists regarded them as being 
simply a medium for all sorts of wild speculations. The company 
promoting swindle and Stock Exchange speculations became more 
extensive and rampant in railway stocks than they ever have 
done in any other department in Germany. Interest was 
more and more concentrated on railway shares, and the possi- 
bilities of speculation afforded by them, rather than on the 
development of the railways themselves and the requirements of 
the traffic which they were intended to serve. Thus enterprise 
and capital were frequently diverted into wrong channels through 
private railways, at the very time when the German people so 
urgently needed them to make up for past neglect, and the 
danger arose of an unhealthy spirit being imported into the 
reviving life of the newly established Empire, such as often 
manifests itself with calamitous results in the early stages of 
development of modern capitalism. 

The demand for a remedy became general. On the motion 
of Mr. Lasker, the leader of the Liberal Party, a commission of 
inquiry was appointed, which, after careful investigation, arrived 
at the conclusion that "on the grounds of political economy an 
amalgamation of all the railways in the hands of the Government 
appeared desirable." Although the ideas then entertained as to 
the manner in which this was to be carried out were somewhat 
different from the way in which the scheme was siibsequently 
realised, the disclosures made in the Parliamentary inquiry, 
which came as a surprise to many, greatly assisted in enlightening 
both the Government and the public. 
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The remedy which here was called for from the financial 
point of view, was to convert the railway shares, the dividends 
and exchange quotations of which fluctuated so greatly, into 
Prussian State Debentures at a fixed rate of interest and a more 
uniform market quotation. The Stock Exchange and the banks 
would thus lose their favourite object of speculation. Their in- 
terest and financial power could now be wholly devoted to other 
branches, and that has, in the course of development, proved most 
beneficial to German industrial enterprises, as well as to German 
banking. 

But the conversion of the railway shares into State Deben- 
tures could not be effected by a mere stroke of the pen. All 
compulsion, which could not fail to give rise to ominous opposi- 
tion, had to be avoided. Vohintary acceptance was the only 
course open. The greatest prudence and care had to be exercised 
in the process. 

The initial step in this process was a general valuation of the 
railways to be nationalised. Various methods were used for this 
purpose. First, the amount of the last five years' average divi- 
dend multiplied by twenty-five was ascertained ; but this figure 
was of little value, as it failed to take account of writing off and 
future prospects. Secondly, the average market quotations of 
railway stocks ruling about the middle of each of the sixty months 
from 1873 to 1877 was ascertained, but the reliability of this mode 
of valuation was vitiated by the influence of the Stock Exchange 
speculations already alluded to. The third method of appraise- 
ment, viz., having the actual value assessed by experts, was 
therefore accepted as conclusive. On the basis of their reports, 
and taking into account the last balance sheet and the probable 
further development, the responsible statesmen formed their 
opinion as to the capital value of each railway. Strict secrecy 
was observed as to their deliberations and as to the negotiations 
with the representatives of the railway companies. If their offer 
was acceptable, this was not at once admitted. It was only at 
the end of the negotiations, and after the Stock Exchange had 
closed, that the offer of purchase by the Government was pub- 
lished in the Official State Gazette. It has even happened that 
the general public learnt the news earlier than the railway 
manager, who had himself taken part in the negotiations. The 
effect of this was that the exact offer of the Government to 
nationalise a railway became known to all the shareholders simul- 
taneously, and not to a few individual shareholders earlier than 
the rest. Although it was impossible entirely to prevent specula- 
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tion in the shares of the railways about to be nationalised, unfair 
speculative dealings were thus rendered almost impossible. 

The offer of purchase by the State varied according to the 
prosperous or unprofitable nature of the railway in question. In 
the case of the former, a fixed annuity was offered ; and in the 
case of the latter, a certain capital amount, which could more 
readily be adapted to the value of a share bearing no dividends. 

On the basis of such a public offer the consent of the 
general meeting of shareholders in the railway company in 
question was first of all obtained ; this was generally done without 
much difficulty, as under the influence of the aforementioned 
considerations, and under the pressure of the serious economic 
crisis then afflicting Germany, the shareholders had much less 
confidence in the future than the Government had. The offer 
of purchase by the State was often gladly accepted at once. It 
may even be said that only in exceptional cases were several 
general meetings called, and this, as a rule, only when railway 
companies working at a loss were concerned. The sanction of 
Parliament was only asked for after the approval of the respective 
general meetings had been obtained. 

Lastly, the shareholders were induced to exchange their shares 
for State securities by fixing the cash price to be paid by the 
Government at somewhat less than the State securities offered for 
exchange. The exchange was therefore in the interest of the 
shareholders, and was always effected voluntarily. Payments in 
cash were only made when it was a question of small sums or 
odd amounts which could not well be converted into Government 
securities. 

In this way railway shares were converted into State 
debentures to the satisfaction of the shareholders without casting 
heavy burdens on the community at large, and without undue 
enrichment of individuals. The Pinal General Eeport of the 
Committee of the Prussian Chamber of Deputies justly commends 
"the great prudence and care" with which the Government had 
acted. The way in which the nationalisation of the railways was 
accomplished by the State will always stand out as a bright 
record in the annals of Prussian administration. 

The evils which had sprung up in the private railway system 
were thus removed. The stated antagonism between "means and 
end," hitherto existing, was removed by the State undertaking 
on its own account the construction, working, and financing of 
the railways. 
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V. 



This substitution of the State for private enterprise is only 
one aspect of the nationaUsation of railways. It also means the 
amalgamation under one administration and one system of 
numerous enterprises hitherto worked separately. This is a 
most energetic advance in the direction of combines on a large 
scale. All the results of economic consolidation are therefore 
bound to become manifest. The peculiar feature of the unification 
of the Prussian railways lies in the fact that it constitutes the first 
and at the same time the greatest consolidation in Germany. 
Both circumstances explain why the results have so greatly 
exceeded all expectations. 

It has already been mentioned that the acquisition of the 
railways by the State was widely regarded as a "bad bargain" 
for Prussia, and the opponents of the scheme went even much 
further in their pessimistic apprehensions. They were con- 
stantly advancing new reasons why the nationalisation of railways 
would be bound to prove a most disastrous financial failure. They 
pointed out, for instance, that, instead of profit, considerations of 
public interest would in future predominate in the fixing of tariff 
rates, and that in future many railway lines, affording no prospect 
of profit, would be built. They thought they might confidently 
predict financial deficiencies, because they felt sure that private 
enterprise could always build and work railways more cheaply 
than the State. Finally, they argued, one must reckon with the 
fact that the State would not acquire the railways cheaply, that 
the cost of construction and working of railways was increasing, 
while their revenues were falling off. They therefore prophesied 
that the State would not only not be in a position to reduce the 
tariffs, as proposed, but would very soon be compelled to increase 
them all round. They went even so far as to express fears that 
the financial position of Prussia would be seriously shaken, and 
the credit of the Prussian State permanently prejudiced by the 
nationalisation of the railways. Mr. Berger, member of the 
Chamber of Deputies, and a deserving and experienced gentleman, 
called "the promise of considerable economies, resulting from 
unified management by the State," "a mere phrase," and Mr. 
M. M. von Weber, a famous railway expert, predicted that the 
"increase in expenditure on account of the mutual transaction of 
business with the local authorities would fully, yea, even more 
than fully, absorb the savings effected by the centralisation." 

Earely have prophecies been so entirely falsified. As a matter 
of fact, the nationalisation of railways was not a bad bargain 
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for the Prussian State, but a brilliant stroke of business, perhaps 
the most brilliant ever transacted by a modern State. However 
surprising this result has been, it can be easily accounted for 
now. It was soon found in practice that a universal monopoly 
in railway matters offers almost unlimited scope for economies. 
In the first place it does away with expenses hitherto inevitable. 
The numerous arrangements and treaties, and more especially the 
settlements of accounts which were hitherto necessary between 
the various railway administrations, are now dispensed with in the 
same way as the manifold special expenses involved by the com- 
plicated organisation of a joint stock company. Still more im- 
portant is the saving of the expenses for the separate arrange- 
ments of the various railway administrations with regard to 
stations and the whole technical equipment. Moreover, the 
advantage of the State for obtaining money at cheaper rates than 
a joint stock company could procure it m^eans a reduction of expen- 
diture. But, after all, the most important point is that the broad 
basis of combined working on a large scale, suited to the peculiar 
nature of railways, made it possible to carry through consistently 
the economic principle in administration, working, and construc- 
tion. Thus, in particular, a considerable saving can be realised 
by the better utilisation of the rolling stock and of the staff, and 
by directing all trains over the shortest and cheapest routes. 
The unification of construction, both in the permanent way and 
in the rolling stock, has also exercised an influence on the manu- 
facturing industry, which might be described as "standardisation 
on the largest scale." Thus, in 1885, a uniform standard type 
of rail was introduced, and since 1907 the type of construction 
for trucks, especially as regards the equipment with brakes, pipes, 
and the like, has been made uniform, not only on all Prussian 
railways, but on all German railways generally. This technical 
simplification of the permanent way, the construction of loco- 
motives and carriages, the signalling, &c., has contributed a great 
deal to develop enterprises on the largest scale in the industries 
supplying railway materials. The uniformity of demand thus 
arrived at has cheapened the production in many ways ; the intro- 
duction of the standard type of rails, for instance, considerably 
relieved the rolling mills in steel works. Petty and expensive 
specialising in manufacture — a relic of the past — was thus once 
for all done away with. This was of still greater importance for 
the development of the German iron industry than to the finances 
of the Prussian State railways. 

The result of all these economies is a magnificent one. The 
aggregate revenue of the Prussian State railways has risen, during 
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the twenty-five years from 1883 to 1908, from 536,000,000 marks 
to 1,910,000,000 marks, or from 34,503 to 52,795 marks per 
kilometre of railway track. Although the expenses, both of the 
staff and of the stock and plant, have increased very considerably 
(the cost per kilometre per axle was 5'43 pfg. in 1895 and 7"4 pfg. 
in 1908), nevertheless the gross working profits have increased 
from 222,000,000 marks in 1883 to 548,000,000 marks in 1908; 
so far, the maximum obtained was in 1906, namely, 698,000,000 
marks. 

These extraordinary working profits, which in the aggregate 
amount, since the nationalisation of the railways, to a total of 
nearly 12,000 million marks, have greatly benefited the Prussian 
State railways. They enabled them to meet nearly the whole of 
the cost of construction of existing railways out of current revenue. 
In fact, one may say that all expenses necessary for the main- 
tenance and preservation of railway property have been met out of 
current revenue. This continual capitalisation of the net profits 
has rendered unnecessary any writing off to make due provision 
for the maintenance of the property. The present aggregate 
value of the Prussian State railways not only equals, but exceeds, 
the whole amount of capital taken up on loan by the Prussian 
State for the purchase and development of the railway system. 
When, nevertheless, a redemption of the loan has taken place, and 
will be further increased in the future, that is done not for the 
preservation, but for the augmentation of capital. In contrast 
to the over-capitalisation of many foreign railways, the object 
aimed at and achieved has been the under-capitalisation of the 
Prussian State railways. This is the solid foundation on which 
the Prussian railway finance is based. 

But this does not exhaust the financial success of the Prussian 
State railways. Although, as has been pointed out, it was by 
no means the original intention, railways have nevertheless 
become, under the combined influence of the above-mentioned 
factors, a considerable source of revenue to the State. A total 
of nearly 3,000 million marks has been placed at the disposal of 
the Prussian Government for other State purposes out of the 
surplus of the railways. It is true that in consequence of the 
varying conditions of trade the figures are liable to great fluctua- 
tions, and therefore involve certain risks to the State, which have 
not always been met effectively by the Prussian financial adminis- 
tration, but this does not detract from the momentous advantage 
that, thanks to its railways, the Prussian State was in a position 
to participate financially at once in the great rise of prosperity 
in German industrial life. Hence the fact that Prussian finance 
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presents on the whole such favourable conditions is largely due 
to the Prussian State railways. 

The advantages of Prussia's situation will perhaps be most 
apparent from a comparison of the great Prussian State railway 
system with the State railways of other German States. In 
these lesser German States, the nationalisation of railways could 
not be carried out with a corresponding extensive consolidation 
of a large railway system. In their case, the predictions made 
at the time by the opponents of nationalisation with regard to 
Prussia have been verified. Nationalisation has proved "a bad 
bargain." The State railways in Bavaria, Baden, Wurtemberg, 
and Saxony yield only about one-half the rate of revenue yielded 
by the Prussian railways. Wurtemberg and Bavaria, as a rule, 
only yield enough to cover the interest on their national debts. 
Wurtemberg even shows a deficit on its railway working returns. 
This is because the railway systems of the south German States 
are not sufficiently large to afford the same possibilities of effecting 
economies as those afforded by the Prussian State railways. To- 
day, therefore, they are face to face with the unpleasant alterna- 
tive of either joining the great Prussian railway system and 
partly abandoning their independence, or of continuing to pay 
for their independence by working at a loss. This problem of 
further unification of German railways is thus brought to the 
front, not in the interest of German railway traffic, but in the 
interests of south German railway finance. 

This effectual refutation by facts of the financial apprehensions 
of the opponents of nationalisation has at the same time disproved 
in a large degree the other objections which were raised with 
particular emphasis against the projected measure of the Prussian 
Government. It was argued, in particular, that a great State 
administration like that of the Prussian railways could not do 
sufficient justice to local requirements, nor maintain the necessary 
touch with practical economic life. The two objections are in 
affinity to each other, and the Government has met them 
effectually by two measures in particular. 

In the first place, it has carried out the plan of centralisation, 
to its full extent, in so far only as warranted by economic technical 
reasons. Hence such matters as may conveniently be settled 
for the whole railway system, on a unified plan, from one centre, 
have been strictly separated from business of a more local character. 
These matters had previously been placed, for the whole State 
territory, into the hands of one of the twenty -two local railway 
administrations ; in 1907 the organisation was brought to a rational 
consummation by establishing a central Bailway Office (Bisenbahn- 
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Zentralamt), to which all these matters concerning the entire 
railway system were entrusted. Thus, for instance, this Central 
Office has to procure all permanent way materials, and rolling 
stock and plant, more especially all locomotives and carriages ; it 
is the medium for appointments of officials in the intermediate 
ranks ; it administers the great benevolent institutions of the 
Prussian State railways ; it collects the requisite data, and prepares 
the requisite reports for important decisions of the railway 
Minister, and in connection therewith is also entrusted, above all, 
with the leadership of the numerous committees which have been 
appointed "for stimulating and promoting improvements and 
ameliorations" in the technical, working, and administrative 
departments. Thus, for instance, there are committees for per- 
manent way, for locomotives, for passenger coaches, for trucks, for 
brake arrangements and couplings, and for the running service. 
In connection with these, an experimental electric railway has 
lately been opened for the purpose of testing technical innovations 
of all kinds, more especially as regards the permanent way. All 
these committees include among their members the leading 
experts in their respective departments ; their task is to 
subject any innovation to most careful scrutiny as regards its 
practical utility, and by means of the technical attaches, 
appointed to all the more important diplomatic agencies abroad, 
they are also kept in close touch with any innovations intro- 
duced in foreign countries. Thus, in a far greater measure than 
was or could have been formerly the case under the regime of 
private railways, provision has been made to ensure that the 
Prussian State railways will not fall behind the times in technical 
development. By this systematic separation of central from 
local affairs, it has been possible to obviate, on the one hand, all 
needless work in dealing with the affairs and problems concerning 
the railway system in its entirety, and, on the other, the 
managerial offices have been relieved so as to enable them to 
devote their full energies to matters of more local concern. 

These tasks are still further facilitated by affording them the 
assistance of advisory boards (Beirah), consisting of representa- 
tives of commerce, industry, and agriculture. Through these 
expert councils, which are free from any political bias, they are 
constantly kept in closer touch than was the case under the private 
railway companies with the practical economic life of their 
district. The organisation of these so-called district railway 
councils (Landeseisenbahnrat) , which are combined into one 
national railway council (Bezirkseisenbahnrate) , advising the 
central administration, has answered so well that it has been 
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copied abroad in many instances ; it is well known that, in tie 
final report of the British Canal Commission, an institution on 
this pattern has been advocated. 

These measures have also invalidated the habitual objection 
that the State would never be able to accomplish, in economic 
life, what could be accomplished by private persons. This objec- 
tion, indeed, rests on feet of clay. For it establishes a com- 
parison between State railways and the private working of an 
individual concern, although the officials of a joint-stock company 
are not influenced any more than the officials of the State by 
any individual tendency to aim at large gains. In fact, in this 
personal respect the transition from private to State administra- 
tion is almost imperceptible. In the same way as shares are 
converted into Government bonds, the official who was hitherto 
a private employee of a railway company is converted auto- 
matically, at the moment of nationalisation, into a State railway 
employee. The whole staff was simply taken over from the 
private railways by the Prussian State, with the exception of the 
members of the Boards who were disposed of by compensating 
them for their loss of position ; nevertheless even in their case 
facilities were afforded for entering the State service if they seemed 
suitable. Thus, while eliminating unsuitable elements, the State 
could organise and work the State railways with the best 
personnel of the private railways. Together with the experienced 
staff, it also took over the working traditions under which this 
staff had been raised. Hence there was no breaking with the 
past. As the efficiency of the staff was not impaired by the fact 
that the supreme management was altered, so it could not be 
supposed that the State would have to avail itself of an inferior 
recruiting material than was at the command of its predecessors, 
or would less effectually promote the suitable training of recruits. 
On the contrary, the new State administration, owing to its more 
extensive field of operation, and its official character, was able 
to make improvements through which the working capacities of 
the staff were utilised still more effectually than hitherto. On 
the broad basis of its extensive working concern it could 
develop more efficiently the competition among the staff, and 
thereby provide an ample substitute for the former competition 
among the different railways, which has proved inadequate in so 
many respects. Further, as regards the lower ranks of the staff, 
the State railway administration, on the one hand, managed to 
create a high standard of loyalty among the staff by developing 
more and more the official character of the relations between 
employer and employed, and on the other hand it obtained direct 
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command of forces not within the power of private companies. 
Hence labour disputes disturbing the working of the railways 
could thus be avoided, and the risk of a railway strike to-day does 
not exist within the sphere of the Prussian State railways. Of 
course, it is impossible to demonstrate this in detail within the 
narrow compass of a general paper. 

Thus the aspect presented by the Prussian State railways is 
a favourable one in all respects, although, of course, blemishes 
are not entirely absent. The nationalisation of railways in 
Prussia must be held a complete success. It is true that even 
tO'day, in isolated instances, the old objections raised by the 
opponents are still cropping up now and then in the public 
debates, but they no longer exert any influence on public opinion. 
Other questions of practical importance which have meanwhile 
arisen on the basis of State railway working are now in the fore- 
front of public interest. The host of opponents of nationalisa- 
tion has shrunk to an insignificantly small number, and their 
feeble cries die away without making any impression or raising 
any echo. The nationalisation of railways is now generally looked 
upon in Prussia as being a natural fact justified by the historic 
development, and from year to year the number of those is in- 
creasing who, at least as regards Germany, agree with Professor 
Schmoller's opinion that Bismarck's railway policy was, from the 
point of view of political economy, the greatest achievement of 
the last century. 
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STATE RAILWAYS IN FRANCE. 

By Pierre Leroy-Bbaulibu. 
Member of the Chamber of Deputies. 

The French experience in the working of railways by the State 
upon a large scale extends over the last three years only, since the 
State repurchased the whole line formerly worked by the Western 
Company. It is true that for the last thirty years the Govern- 
ment has worked a certain extent of railway, but it covered 
only a line of 3,000 kilometres, which served a purely agricultural 
district, situated towards the south-west of France, between the 
estuary of the Loire and the mouth of the Garonne. It had no 
direct line to Paris. To get there it concluded an arrangement 
with the Western Company to use their line from Paris to Char- 
tres, a distance of 80 kilometres, and it shared with the Western 
the Montparnasse Station in Paris. This old State system had 
been constituted by the redemption, about the year 1880, of lines 
conceded to certain small companies which found themselves on 
the point of failure, and by effecting certain small additional con- 
struction. 

The working of this early State railway was not a very difficult 
matter because it never had to deal with any great amount of 
traffic. -The management was, however, generally considered of 
a mediocre and unprogressive character. Particularly noteworthy 
is the fact that the administration did not keep pace in their 
work of strengthening and repairing the line with the growth of 
the traffic. One cannot but impute, to a large extent, to this 
carelessness two or three serious accidents which occurred during 
the last five years on this small system, resulting in the death of 
several dozen persons. The two accidents, that of Pont-de-Cd in 
1907, and that of Montreuil-Bellay in November, 1911, occurred 
on the same lines. Angers to Poitiers. They were caused by the 
falling of bridges during the passing of trains, which were thus 
precipitated into the river. It is noteworthy that in spite of the 
repeated advice of the agents of the line over-heavy trains were 
run upon a track constructed thirty years ago for light traffic, while 
no sufficient strengthening had been effected. 

D 2 
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Prom the financial point of view the results given by the old 
State Eailway have always been, without doubt, bad. An instance 
may be given by examining the accounts for 1910. (It should be 
noted that the accounts of the old State system are kept distinct 
from those of the recently redeemed Western.) In 1910 the gross 
receipts of the old State system were 63,200,000 francs, the 
working expenses 52,500,000 francs, giving a receipt of 21,000 
francs per kilometre, and a coefficient of working expenses of 
83 per cent. In the same year the coefficient of working of the 
five large French companies fluctuated round the figure 55 per 
cent. No doubt most of them had a much more intense traffic, 
but it may be observed that the Orleans Eailway, and especially 
the Southern Bailway, which serve neighbouring districts to that 
of the old State Bailway, and are not more favourably situated 
in respect of intensity of traffic, had the lowest coefficients of 
working. The difference between the coefficients of working of 
the State and of the private companies has been steadily the 
same since tEe beginning. It is thus certain that the State has 
always worked dearly. The net receipts, which for the old State 
system were given as 10,700,000 francs in 1910, have, on the 
other hand, always been insufficient to remunerate the capital 
invested, which amounts to nearly 1,000,000,000 francs. It is 
true that it has been impossible hitherto to state the amount of 
capital exactly, the sums involved in purchase of the lines, in 
construction and improvements, being inextricably confused in 
the general budget expenditure of the State. At the request of 
Parliament the Minister of Public Works and the Minister of 
Finance try to calculate the capital involved. 

The small success thus gained by the State since 1880 in the 
working of its railways did not damp the ardour of the partisans 
of State railways. In order to explain the paucity of the results 
obtained, they argued that the system was small, its configuration 
bad, serving only a region with small traffic, and not directly 
connected with Paris. They were thus only the more anxious 
to preach the repurchase by the State of a large system. After 
several years of effort they gained their end. The repurchase of 
the Western Eailway was voted by the Chamber in 1906, by the 
Senate in 1908, and on January 1st, 1909, the State took in 
hand the working of the system. It is to an examination of the 
results of this working that we have to turn, comparing them 
with those obtained by the Western Company before the State 
purchase, and with those obtained by the other private railway 
companies in Prance which still continue. 

Almost the whole extent of line in France of any importance 
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other than those now owned by the State is conceded to five large 
companies— the Northern, the Eastern, the Paris-Lyons-Medi- 
terranean, the Orleans and Southern, to which up to 1908 
was added the Western, now repurchased. The concessions 
expire between 1950 and 1960, and upon expiration all the track 
and installations of the companies become the property of the 
State, which will have only a certain sum to pay for the rolling- 
stock. The agreements between the State and the companies 
are governed by various conventions, of which the most important 
are those of 1883. At that date the State obtained from the 
companies the agreement that they should be charged with a 
large number of new lines, of which many would remain unpro- 
ductive for a long time. In exchange the State undertook to 
advance them each year, if necessary, a sum sufficient to meet 
not only the interest due upon their obligations, but a certain 
dividend upon their shares, a dividend varying according to the 
company, and fixed roughly at the same level as that which each 
distributed at the time when the convention was concluded. This 
is known as the regime of "guaranteed interest." The sums 
thus advanced by the State bear simple interest at 4 per cent ; 
they are repayable, as soon as the companies are able, by deduc- 
tions from the profits, and before any increase can be made in 
the dividend. If at the termination of the concession, a company 
remains a debtor to the State, the latter has the resouice only of 
being able to reimburse itself out of the existing rolling-stock. 

On the other hand, should the dividend of the company exceed 
a certain figure, slightly higher than the guaranteed dividend, 
the State participates to the extent of two-thirds of such profits 
as are in excess of that figure. Under this regime all the stock 
and bond issues of the companies should be, of course, authorised 
by the State. All the expenditure upon works is in the hands of 
the companies, but the State reimburses them by annuities for 
the expense of the infrastructure of new lines, and for laying a 
double track where the receipts do not reach 35,000 francs per 
kilometre. The construction of certain strategic lines may also 
be the occasion for the grant of special annuities. The whole of 
the annuities thus paid by the State are applied in deduction of 
the capital charges of the company. It must be remembered 
that the companies cannot undertake construction of new roads, 
or of the various works, or augment their rolling-stock without 
the authorisation of the State. The State, on the other hand, 
has not the right to compel the undertaking of such improvements. 
In the same way, changes of tariff are subject to agreement with 
the minister of Public Works, who can oppose such changes, but 
cannot himself impose any change. 
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To sum up, the State guarantees the interest upon the capital 
employed by the railway companies, a natural set-off to the fact 
that the companies have consented to the State's demand for the 
operation of lines partly or wholly unremunerative. The State 
reimburses the companies for expenses occasioned by the infra- 
structure of lines, which is natural also, because it involves a 
permanent investment of capital of which the companies have only 
the usufruct, but which reverts to the State when their conces- 
sion ends. In short, it plays the part of a controller and super- 
visor over the working, but leaves the initiative and the respon- 
sibility incident upon the working entirely to the companies. 

Briefly, this system has given good results. The Northern 
Company has never had to appeal to the State for the guarantee 
of its interest. The Paris-Lyons-Mediterranean has repaid the 
advances which the State has made to it. The Eastern Company 
has begun to do so, and will be wholly free this year in virtue of 
an agreement voted by the Chamber in November. The Orleans 
Company has been repaying little by little each year for the last 
twelve years, except in the exceptional circumstances of a crisis or 
of the floods of 1910. Eegarding the Southern, the smallest of 
the large systems, its appeals for the guarantee, and its repay- 
ments have alternated in recent years so as almost to counter- 
balance. 

The Western Company, now repurchased, is the only company 
which has never omitted to apply for the guarantee of interest. 
This is the principal reason that has been given for its repurchase. 
The State, it was argued, is in the presence of a debtor, whose 
debt constantly increases, and who has no chance of freeing 
himself. The value of the debt will certainly exceed, at the end 
of the concession, that of the rolling-stock with which the State 
has to content itself as repayment. Under these circumstances 
the company lack the incentive to good management. It is better 
that the State should take the system in hand, being interested 
to secure its good working. 

Have these hopes so far been realised? 

We shall answer this question best by first examining the 
financial position, since it is that which has been involved in 
the repurchase. 

In the capacity of manager of the Western Eailway the State 
can be described in two words. Before the repurchase the deficit 
of the capital charges over the net receipts, a deficit to be 
covered by the Treasury in virtue of the guarantee of interest, 
exceeded 27 millions, the figure of the last year's working. 

In 1911, according to the corrected statements, resulting from 
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the report of the Budget Commission, the deficit will have reached 
77 million francs. State management thus cost the tax-payers 50 
millions more than the worst year, 62 millions more than the 
average year of the old company, the charges for an average year 
not exceeding 15 millions during the last ten years of the com- 
pany's management. The cause of this increased deficit is not 
that the capital charges have appreciably increased ; it is that the 
net receipts of working have enormously diminished. And if the 
net receipts have thus fallen, it is not that the gross receipts 
have been lessened. They have, on the contrary, progressed in 
a normal fashion. But the working expenses have enormously in- 
creased. This may be judged from the following figures. 

Receipts, Expenses, and Deficits on the Western Railway from 1905 to 1911 
(m millions of francs). 





Gross 


Working 


Net 


Capital 






Receipts. 


ExiJenses. 


Product. 


Charges. 


DeBcit. 


1905 


198-5 


110-7 


... 87-8 


.. 96-1 .. 


8-3 


1906 


208-6 


119-1 


... 89-5 


.. 96-3 ., 


6-8 


1907 


211-2 


131-1 


... 80-1 


... 97-5 ., 


.. 17-4 


1908 


218-4 


146-8 
Under State 


... 71-6 

Management. 


.. 98-6 ., 


.. 27-0 


1909 


219-3 


152-8 


... 66-5 


.. 101-5 .. 


. 35-0 


1910 


229-6 


174-4 


... 55-2 


.. 101-5 .. 


,. 46-0 


1911 


231-4 


207-3 


... 24-1 


.. 101-5 .. 


,. 77-4 



The fact immediately apparent from this table is the fall in 
the net receipts and the correlative increase of the deficits, having 
for their sole cause the increase in working expenses. The 
receipts have grown in a normal degree, although only moderately, 
by 20 millions between 1905 to 1908 under the regime of the old 
company, and by 13 millions between 1908-11. With regard to 
expenses, they have increased with an extraordinary rapidity, 
gaining 36 milhons between 1905^^, 60J millions from 1908-11. 
To be just it should be observed that the resumption by the State, 
voted in December, 1906, by the Chamber, was definitely adopted 
by the Senate in June, 1908. The result was that the Western 
Company had in 1908, if not even in 1907, lost all authority over 
its personnel ; discipline had disappeared, and the working ex- 
penses found themselves artificially swollen. However that may 
be, the coefficient of working, which was 56 per cent, in 1905, 
had passed 68 per cent, in 1908. It rose in 1911 to 90 per cent. 
Moreover, the statistical statement does not express the reality 
completely. The State Eailways administration has in effect 
created a special account for that which it calls the deficit handed 
on by the Western Company. It pretends that the management 
of the system by the Western Company had been particularly 
negligent in the years just preceding the repurchase, and that in 
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consequence there are now exceptional expenses incurred, and that 
these expenses cannot be considered as part of the normal ex- 
penses of working. For this reason they are carried to a special 
account, to which is assigned the expenses of original establish- 
ment. Considering the facts dispassionately, it is clear that this 
artifice of accounting is not justified. It has no other purpose 
than to hide in part the excessive inflation of expenses. This is 
M. Colson's opinion, whose high authority no one can question, 
expressed in a recent study. 

The expenditure carried to this account, he says, in fact enters, 
from its nature, into that account in which all railway adminis- 
tration whose accounts are properly kept include their normal 
expenses, and there is no reason to think that from the point of 
view of maintenance and of working expenses the heritage trans- 
mitted to the present administration has been burdened with 
exceptional charges. . . . From all the accounts that it is possible 
to obtain, whether by the engineers of the present administration 
or of the old company or of the controller's office, it appears very 
clearly that the system of the Western Company was kept up 
to the last day of its private working in a good state of upkeep. 
It is necessary, then, to reinstate in the working expenses, if 
not the whole, at least the very great part of the expenses relating 
to the so-called arrears of the old company. To what does this 
special account amount? To about 7,700,000 francs for 1909 and 
1910, to 11,400,000 francs for the estimates for 1911. In making 
an estimate of the values of these various elements the conclusion 
may be drawn that more than 4,000,000 francs must be added 
to the working expenditure of 1907, about 6,500,000 francs to 
that for 1910, as it appears in the table given above. For 1911 
it may be estimated that the expenses will be increased by seven 
or eight millions, making a total of about 215 millions. The net 
profit of the repurchased Western Eailway would then be no more 
than 16 millions, instead of 71 millions in 1908, and 89 millions 
in 1906. The coefficient of working would reach 93 per cent. 

There is promised for 1912 it is true a slight check to this 
prodigious decline in the net profits, and to the increase of the 
working coefficient. According to the forecast of the Budget the 
receipts should rise to 244,300,000 francs, and the expenses be 
reduced to 201,381,000 francs. The net profit would thus rise to 
nearly 33 millions ; the coefficient of working would be 83 per 
cent., a figure still sufficiently excessive. As the capital charges 
would be increased, on the other hand, by 108,850,000 francs in 
consequence of the issue of bonds on account of important expen- 
diture on first establishment, the deficit would still be nearly 
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66 millions. This is a small improvement on 1911. But we have 
pointed out above, according to the Budget Commission itself, what 
little confidence should be placed in these figures. It seems that on 
various points, and especially under the head of indemnities for 
accidents, losses, delay, and damage to goods, the estimates of 
expenses have been altogether unduly low. However that may 
be, the enormous and disastrous increase in expenses is well 
established. What are the causes? If the estimates for 1912 
are compared with the actual expenditure of the old company in 
1908, the following figures are obtained : — 

Expenses of the Western System in 1908 and 1912 {million francs). 





Personnel. 


Other Expenses. 


Total. 


1908 


79 1 


67-7 


146-8 


1912 


122-7 


78-7 


201-4 


Increase ... 


43-6 


11-0 


54-8 



Four-fifths of the increase in expenditure is on account of 
expenses for personnel. So much is clear. But the increase of 
expenditure on personnel may arise from one of two causes ; the 
growth in the number of the staff, on the one hand, or the raising 
of salaries on the other. What has happened in respect of each of 
these causes ? Of the 43 ,600 ,000 francs supplementary expenditure , 
the first accounts for 11,700,000 francs, the second for 31,900,000 
francs. The number of the staff of the Western system has thus 
been sensibly increased. According to the report submitted to 
Parliament on the supplementary credits the increase would not 
be less than 5,280 persons in 1911. Certain increases occurring 
previously should be added, with the result that the increase since 
the repurchase would amount in round numbers to 7,200 persons. 
Was this increase really necessary? Has it been usefully dis- 
tributed ? 

Here are explanations given on this point in the Parliamentary 
Eeport upon the State Eailways' Budget for 1912, the author of 
which, M. Perissond, is highly favourable to repurchase. He 
states, first, that the supplementary expenditure upon staff 
due to the growth of numbers (11,700,000 francs) represents 40 
per cent, of the growth of receipts, which has only amounted to 
26 millions between 1908 and 1912, and this proportion seems 
to him, without doubt, very high. He explains it, however, by 
numerical insufficiency of the personnel handed over by the old 
Western Company, which it was essential to increase. Unfor- 
tunately, this general explanation does not hold before a detailed 
examination of the facts. This he was forced, later, to recognise. 
It appears, in fact, from a very interesting table, reproduced in 
his report, that the whole of the expenditure upon personnel. 
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which had already risen in 1908 to 37 francs 54 cents per 100 
francs of receipts under the old Company, rose to 40 francs 40 
cents in 1909, to 44 francs 33 cents in 1910, while in 1912 it 
rose, according to the Budget estimates, to 50 francs 80 cents. 
But for the whole of the large railway companies it was only 
29 francs 55 cents. The figure has certainly been since increased 
in some measure on these railways also on account of the rise 
of salaries that has taken place, but it still remains infinitely 
lower than the figure of the Western State Eailway. For the 
rest, if account is taken of the numbers of the staff and not of 
the rates of pay, it is seen that in 1910 over the whole of the 
State systems there were 235 persons per million of receipts, and 
with the private companies only 174. 

"There can be no doubt that the number of agents and em- 
ployees is far greater upon the State Eailways, and principally 
on the repurchased Western Eailway than upon the other systems 
in proportion to traffic. An explanation of these facts has been 
sought in the special character of the Western Company's traffic. 
It has been pretended, more particularly, that at the season of 
fruit-gathering the working of the lines of Normandy and Brittany 
is subjected to sudden strains which necessitates the employment 
of a more numerous personnel. This argument cannot be sub- 
stantiated, for it would apply to all the systems serving those 
regions the production of which is to some extent speciahsed. The 
true explanation seems to be as follows : — In October, 1910, there 
was drawn up a theoretical complement for the whole of the 
services. These lists, largely constructed relative to future re- 
quirements, ought not to have been made the basis of the present 
staff. Unfortunately, it has frequently happened that the heads 
of the service have added to the number of their subordinates, in 
response to pressure from outside, so as to reach the limits which 
had been theoretically assigned to them. As a result, particularly 
at certain points on the system, there is a veritable plethora of 
employees, the effects of which are seen in the Budget accounts." 

This quotation contains a confession of the fatal introduction 
of "outside requests," in other words of political influences, into 
the management of the railways. It is one of the gravest dangers 
attendant upon their management by the State under a purely 
electoral regime. The same result follows as in all the branches 
of public administration, the superabundance of personnel, and 
naturally this plethora does not show itself in the active sections 
of the service, more or less arduous, and demanding real capacity, 
but in the sinecures where those favoured by fortune are settled. 
Here are some details upon the subject. According to the official 
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railway statistics, there were in the Western Company on Decem- 
ber 31st, 1908, on the eve of its repurchase, 1,526 employees in 
the central administration, and in the central traffic department. 
In the same central services, according to the official reply of 
the Minister of Public Works to a written question of the deputy, 
M. Engerand, there are to-day 2,587. The single service of the 
Accountant General was increased by 70 persons directly after 
the repurchase. This results, not only from political pressure, but 
from the excessive red tape so dear to State services. "All the 
documents of the Western Company," said M. Engerand in the 
discussion upon this year's Budget, "were made by one copy. 
By the State they have to be made in triplicate, and you can 
calculate the useless work thus imposed on the staff when you 
learn that for the arrondissement of Caen the preparation of the 
pay sheets of the employees which, under the regime of the West, 
took nine persons three days, under the State administration took 
a dozen persons six days. The stationmasters ought to be occu- 
pied only in securing safety. They are confined to the work of 
redtape of an incredible extent. I have seen the masters of 
small stations who were sometimes obliged for two hours in the 
morning to attend to the making up of their ' oomptabilite au 
net.' " 

In the workshops also there is an excess of workmen, and 
their output is below what it should be. The report on the Budget 
of 1912 plainly sets this forth. It shows that the proportion of 
expenditure upon manual labour as compared with expenditure 
upon the upkeep of materials is 120 per cent, under the repur- 
chased Western, 114 per cent, on the old State system, in place 
of 85 per cent, under private enterprise. 

This excess in the number of workers is found in all branches 
of the system. According to official documents, there are not less 
than 96 persons receiving a salary of more than 10,000 francs in 
the State system as a whole, while on a large neighbouring railway 
company, whose size is comparable to that of the State, and of 
which the receipts are much higher, there are only 33. 

WitF regard to the increase in salaries, which has amounted 
to a total sum of nearly thirty-two million francs, no great fault 
might perhaps be found had the increase not occurred in an 
incoherent and unequal manner. The personnel has been pro- 
foundly discontented, regarded as a whole, at the very time that 
wages have been rising. It has been a psychological error from 
this point of view to raise the salaries of those receiving large and 
moderate incomes before dealing with those of the mass of the 
workers. A certain official has seen his salary increased from 
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8,000 francs to 16,000 francs at one stroke. In one group of 
officials receiving each 6,000 francs, one has obtained an increase 
of only 1,000 francs, while the others have received 5,000 francs. 
These increases of pay have been granted, for the most part, 
in accordance with a vote of the Chamber passed in 1911 shortly 
after the railway strike which occurred in October, 1910. In thus 
granting them all at once the staff has been given the impression 
that it could gain everything by provoking fear and by the exer- 
cise of parliamentary influence. They have, moreover, been voted 
in an airy manner, with the result that the total payments are 
found to be double the figure at which they were at first officially 
estimated. And yet the staff is dissatisfied. "It is," says M. 
Colson, in the study from which I have already quoted, "from 
the moment that one admits that benevolence towards the work- 
men and not the value of their work should regulate their wages, 
that there is no longer any reason to cause them to be contented 
with 5 francs a day rather than 6 francs or 7 francs. In allowing 
such conceptions to prevail in regard to the administration of its 
railway system, the State is in danger of seeing the output of work 
on the railways fall to the level fixed by the match workers, who 
obtain exorbitant wages for moderate work, or by the port 
labourers, whose wages, moderate enough, are yet obtained almost 
for no work at all." Apart from the growth of wages and salaries, 
the increased expenditure on the repurchased Western Eailway 
is 11 million francs compared with 1908. A large part of this 
growth is due to indemnities for accidents on the one hand, to 
loss, damage, or delay of goods on the other. These two causes 
accounted for an expenditure of an average of two or three millions 
of francs in the last years of the old Company. In 1911 it rose 
to 10,600,000 francs. The estimates for 1912 reduce that amount 
by about three million francs, unwisely, because the conditions 
are unfavourable to the State in their attempts at reduction. 
This distressing increase of indemnities is the result of the bad 
working of the system, which itself is due to two sets of causes, 
the one moral, viz., the bad will of the personnel, the other of 
material character due to the insufficiency of tracks, of engines, 
and of wagons. The ways were not at the time of repurchase in 
as bad condition as has often been pretended. The engines were 
not, perhaps, sufficiently numerous, but more especially many 
were too old. The wagons were doubtless insufficient in number 
and capacity. But the State was largely responsible for this 
condition of things. For several years before the repurchase 
the State refused, in effect, to authorise the Western Company 
to buy engines and wagons. This deplorable policy was intended 
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to drive the Company into the repurchase. At least the admini- 
stration should have put an end to this state of things as soon 
as the repurchase was effected. It has had time enough to do 
so, since it does not take three years to build an engine or a 
v?agon. Moreover, it had ample leisure between the date of re- 
purchase and the time when possession was taken of the system 
to draw up a programme of repairs and construction. Moreover, 
the very close control exercised by the State over the French 
Eailways enabled it to become fully acquainted with, all the 
details necessary to place its orders and begin works on the very 
day after the repurchase. The Chamber was ready- to grant all 
necessary credits. But the administration commenced by doing 
nothing. In 1909 it devoted less money to the upkeep of the tracks 
than the Western Company had done. In July, 1909, alone, 
six months after the repurchase, forty "Pacific" engines were 
ordered which were unadaptable to the Western system, as the 
staff of the old Western Company did not fail to point out. It 
was not until July, 1910, that any other engines were ordered. 
The same is true as regards the wagons. In the report on the 
budget of 1911 it was promised that 6,700 new wagons should 
be procured during the year, but only 4,000 were really obtained. 

Further, if the material is poor and not sufficient as a whole, 
it is, above all, badly distributed over the work to be done. 
The receipts per train-kilometre are only 3 francs 64 cents over 
the whole Western State Eailway, and over the old State system 
only 3 francs 25 cents, whilst on the least favoured of the large 
private companies, the Eastern, the receipts reach 4 francs 25 
cents, on the Southern 4 francs 62 cents, on the Orleans 4 francs 
74 cents, and on the Paris-Lyons 5 francs 80 cents. 

If the wagons are badly distributed, and if the product per 
train -kilometre falls, it is because the methods of administration 
are bureaucratic and anti-commercial. The following is an extract 
from a letter of a stationmaster read in the Chamber : — "In the 
time of the Western Company, we stationmaster s had orders to 
use the rolling stock as quickly as possible, and to send to a given 
station all that we did not ourselves require. Under the 
State all is changed. Every stationmaster is forbidden to load 
any wagon without the orders of the distribution bureau of the 
district. This bureau is, as is well known, a new creation specially 
designed for the purpose of finding situations for so many more 
bureaucrats. Eecently, having received two wagons loaded with 
horses, accompanied by an order to send these wagons to Caen 
after they were unloaded, I thought to do well by loading in 
these two wagons 200 sacks of grain, which had been waiting in 
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the sheds for several days to go to Csen. But, alas, I did not 
know the bureau of distribution. The next day I saw my two 
wagons return, and I received at the same time an order to unload 
them. I was reproved into the bargain for excess of zeal. I 
had to obey the order. That evening I sent the wagons empty 
to Caen. Next day I received two others, also empty, into which 
to load the grain." 

Having examined the way in which the State makes use of 
its personnel and its materials, let us turn to its account-keeping. 
This is so confused and incoherent that the Administration of 
State Eailways found itself completely unable to draw up properly 
its budget for 1912 and to furnish to the Budget Commission of 
the Chamber the necessary accounts. "The statements addressed 
to the Budget Commission by the Administration," says the 
Report of that Commission, "were manifestly inaccurate. In 
spite of the explanations contained in the preliminary note pre- 
ceding the statement of receipts and expenditure, the great part 
of these last were found to lack any sufficient justification. Thus, 
as regards the expenditure upon personnel, the tables accompany- 
ing the statement only stated the numbers of workmen and staff 
and the amount of their salaries in round figures. Astonished 
at this lack of precision, we wrote to the Minister of Public Works 
asking him for further statements, more particularly the detailed 
statement of the numbers of the personnel, the only means by 
which the expenditure necessitated could be checked. The 
Minister replied that the enumeration of employees had not yet 
been made. He had given urgent orders for it to be done, and 
this would shortly be communicated. This example suffices to 
show the trust that may be placed in the other parts of the budget 
estimate." 

Complete disorder, in fact, reigns in the administration of 
the State Eailways. This administration, which in three years 
has not succeeded in making an exact inventory of its material, 
is also ignorant of the exact number of its employees of different 
classes. 

At the beginning of December it was unable to furnish definite 
estimates of expenditure for the year which was to begin a month 
later. For 1911, while the budget estimate of expenditure for 
the Western system, voted only in July, was 171 million francs, 
the actual expenditure for the year proved to be 207 million 
francs. Under such conditions how can this administration end 
in anything else than a "frightful fraud," to use the phrase uttered 
at Eouen last autumn by the Minister of Public Works himself. 

The disorder into which the train service of the Western has 
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fallen is too well known to need emphasising. The delays in 
passenger service are so frequent that employees and workmen 
living in the western suburbs of Paris have been compelled by 
their employers to live elsewhere, because the trains customarily 
arrived after their proper time. The six big railway accidents 
which have occurred in France for the last five years have been 
on the State systems, three on the old system, and three on the 
Western. A crowd of other accidents of less important character 
have taken place. In order to get some degree of regularity, no 
other means could be found than the suppression since last 
October of a number of trains and the slowing of others. On 
several important lines, such as the Paris-Eouen, the service is 
slower to-day than in 1896. In spite of this, trains are frequently 
late. 

Execrable from the financial point of view, the results of State 
working from the commercial point of view are summed up in 
the "order of the day" passed unanimously in the Senate on 
November 24th last, which began thus : "The deplorable situation 
of the State system, the insecurity and irregularity of its working." 

The causes of this bad working are evident. In the first place, 
it is the abuse of formalism and red tape, with all the delays which 
follow and which are directly in conflict with commercial needs. 
In the second place, it is the lack of stability. The director and 
all the chiefs of the service change at the will of the Ministers, 
whilst in the private companies the higher personnel is maintained 
a long time, fulfilling the same functions. 

It is next the political influence which enters into the choice 
and advancement of the personnel. It is, lastly, the lack of 
discipline which also results from the political influence at work. 
From the electoral point of view, the lower staff, being much more 
numerous, will always have much more power than the superior 
staff. It is always on the side of the former that many Deputies 
will be systematically ranged. 

Above all, it is impossible to be at once controller and con- 
trolled. If one of the great French companies under private 
management renders poor service, the public opinion is not slow 
to move the public power, and as this has the means to bring 
pressure indirectly but in many ways upon the companies, they 
are led to reform. On the contrary, when complaints are made 
against the State itself, the administration, irresponsible, does 
not listen. Eather, it seems indignant that particular individuals 
or even large associations should dare to find that all is not perfect. 
"I have not seen without a certain astonishment," said the 
Minister of Public Works in the Chamber, "the Chambers of 
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Commerce criticise the actions of the State in its reports upon 
the railways." The same Minister has dismissed an employee 
from his office who was at the head of a section of a passenger line 
which emitted protestations against the delays on the Western 
State service in the Paris suburbs. When the Minister was re- 
proached in the Senate, he declared himself ready to do the same 
again. One may see how dangerous to the liberty of citizens the 
extension of the industrial regime of the State would be, where the 
number of functionaries would be indefinitely multiplied and 
where they would no longer have the right to complain. 

I'rom all points of view the experience of State Eailways in 
France is unfavourable, as was foreseen by all those who had 
reflected upon the bad results given by the other industrial under- 
takings of the State, such as the telephones, matches, and many 
others. The State, above all an elective administration, cannot 
be a good commercial manager. It works expensively, and is 
powerless before its employees. The experience which we have 
recently gained has had at least one result. It has provoked a 
very lively movement, not only against the repurchase of the 
railways, but against all extension of State industry. This result 
seems to me fortunate. I hope this opinion will be maintained, 
and that not only we, but our neighbours, may profit by the 
lesson of these facts. 
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THE BELGIAN EXPERIENCE OF STATE 
RAILWAYS.! 

By Prof. Ernest Mahaim (Li^ge). 

At the outset of this brief sketch of the Belgian experience 
in the working of State railways, it is well to remember the diffi- 
culties inherent in a comparison of conditions in different countries. 
It may seem a simple enough matter to glean "object lessons" 
from abroad, by studying the blue books, collecting the accounts, 
and interviewing the officials of a foreign railway, if not merely 
by travelling over it. But the result is often illusory. For an 
undertaking so vast and so complicated as a railway system cannot 
be understood without a knowledge of its social setting — both 
in its actual state and in its historical evolution. It may easily 
be demonstrated, for instance, by a comparison of the wages paid 
to, say, Belgian, French, English and American railway workers, 
how pitiful is the condition of the first named. But the result 
of such a comparison is entirely misleading. In order to appre- 
ciate the conditions of the men employed on the Belgian State 
railways, their wages should be compared with those of workers 
engaged in other industries in Belgium, and account should be 
taken, on Belgian point of view, of any special direct or indirect 
advantages which they derive from State employment. It should 
be remembered also that each nation has administrative habits of 
its own which must be taken into account in any but superficial 
comparisons. Acquaintance with them involves a study of 
national character, a factor too elusive to admit of comparison "by 
weight and measure." 

The English reader is warned, therefore, not to look upon the 
few figures which I shall have to give as conclusive in themselves. 
They are but one form of evidence which requires to be supple- 
mented by others before an argument can be based upon them. 

1 I am much indebted to M. H. Vanderriidt, chief engineer of the Belgian State 
Railways, and lecturer at the University of Brussels, for kindly furnishing me with 
much useful information, partly unpublished. The London Bailway Gazette of 
April 21st, 1911, has published his paper " Recent Belgian Railway Development," 
where the reader wiU find much technical detail not used here. 

E 
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For these reasons, I shall take care not to make any com- 
parisons with the administration of the British railways, or to 
enter upon a discussion of the vexed question of their nationalisa- 
tion. From what I have said it is evident that Belgian experience 
alone cannot furnish conclusive proof to the United Kingdom. 
Methods which have succeeded in one country may not be prac- 
ticable in another. 

History. — The policy pursued by Belgium in putting her rail- 
ways into the hands of the State cannot be clearly understood 
without the knowledge of a few historical facts. It was the result, 
in the first instance, of a political necessity. The revolution of 
1830 which separated Belgium from Holland, deprived Antwerp 
of the German traffic which had poured into that port from the 
Ehine through the inland waterways of Holland. After first con- 
sidering a large canal from the Scheldt to the Bhine, and then 
an "iron track " (chemin a ornibres de fer) from Brussels to Liege, 
the Government finally declared, in the Crown's speech of 1833, 
its intention of constructing a main railway from the sea and the 
Scheldt to the Ehine. This scheme developed in 1834 into the plan 
for a railway net, with Malines for the centre, and radial lines in 
four directions : eastwards to Louvain, Liege, Verviers and the 
German borders ; northwards to Antwerp ; westwards to Ghent, 
Bruges and Ostend, and southwards to Brussels, Mons and the 
French borders. 

The parliamentary debates of 1834 show clearly that the 
State management of the railways was adopted as a matter of 
principle. Its purpose was to make sure that the Government 
should retain control of the rates, in order to adapt them to the 
different needs of traffic with the three neighbouring countries. 
Count Vilain XIIII. , in his report to the House of Eepresentatives, 
insisted on "the importance of international policy in this matter, 
which is determined by the situation of our country and by its 
rivality with Holland," a consideration which made it undesirable 
"to abandon the undertaking to the caprice and greed of private 
interests." ^ 

It must be remembered that the experiment did not lack bold- 
ness, since at that time not a single railway line for public transit 
existed on the Continent, and since it was for the first time that 
a State undertook the management of railways. 

It is sometimes said that State enterprise in railway building 
is slow. This surely does not apply to Belgium, for the construc- 
tion of the line from Malines to Brussels (20 km.) commenced 
on the 1st of June, 1834, was finished by the 5th of May, 1835. 

^ S. J. Kenkin, Bevue Economique Internationale, Nov. 1904, p. 667. 
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The line from Malines to Antwerp (24 km.) commenced 
on the 31st of May, 1835, was opened on the 7th of May, 1836. 
Between May, 1885, and August, 1838, the State constructed 
altogether 208 km. of double line, i.e., 95 km. per year. In eight 
years, 559 km. of double line, completing the main network, 
were constructed and opened for use. 

When we remember the time of these works, and the many 
difficulties encountered — for instance, the twenty tunnels required 
for the line along the river Vesdre — we must admit that the 
Belgian State did not loiter in carrying out its task. 

A comparison with private entjierprise, moreover, is easy. 
Indeed, the leading statesmen of the time thought it was enough 
if the main lines were under State control. They should con- 
stitute a "thick stem from which the branches should naturally 
sprout " by enterprise of private companies.^ 

From 1845 onward, concessions were granted, mainly to 
British companies.^ It was the epoch of the "railway fever," 
and in two years 770 km. were conceded, whereas in the ten years 
1845-1854 hardly ten km. of single track were constructed 
annually by the companies, and these only with a State guarantee 
of 4 per cent, for fifty years on more than seventy-four million 
francs invested in these enterprises. 

The Necessity for Consolidating the Enterprise in the Hands 
of the State. — From 1844 to 1870 the Belgian State no longer 
constructed lines of its own, but granted concessions profusely. 
But from 1870 it was compelled to face the necessity of re- 
purchasing these. 

The consolidation of the railway enterprise of the country, 
moreover, was going on. Between 1842 and 1870, the number 
of concessions granted amounted to 82, extending over 3,120 km. 
of line, while the State had only constructed 573 km. In 1870, 
eight of these concessions (285 km.) had been already re-purchased 
by the State, twenty-one (601 km.) had been swallowed up by 
the Bassins Houillers Company, twelve (358 km.) by the Societe 

' See speech by Ch. Rogier in the House of Representatives, March 18th, 1834. 

2 M. Malou, former Prime Minister, writes in his JlJtude sur les chemins de fer 
Beiges (1871) : "In 1845 such enthusiasm existed for railways among the sons of 
Albion, that British capital, not finding sufficient employment at home, overflowed 
on Belgian territory. Government, House of Representatives, landlords, owners of 
lines marked on the map in red and blue were literally bombarded by ' gentlemen, 
aldermen, esciuires, and even M.P.'s,' who wanted to invest sterling money in 
Belgian railways. Nothing seemed impossible or incredible. The Great Luxem- 
bourg, for instance, owed the success with which it was financed at the outset to the 
deep-rooted idea beyond the Channel that it was necessary as a way to India. An 
official document describes it as a section of the line from London to Trieste, where, 
saying good-bye to Europe, one would continue the journey to Calcutta." 

E 2 
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Generale d' Exploitation , nine (499 km.) by the Grand Central, 
four (217 km.) by the Nord-Belge, three (309 km.) by the Grand 
Luxerabourg, and six (109 km.) by the Liegeois-Limbourgeois.' 
Altogether, therefore, sixty-three concessions, extending over 
2,348 km., had already been absorbed by stronger concerns. 

There is, perhaps, no other enterprise in which consolidation 
is more natural, but it is not for this reason only that the State 
commenced to re-purchase its concessions. The Bassins Houillers 
system was redeemed on account of its severe competition with 
the State railway, the Great Luxembourg for reasons of inter- 
national policy — it was about to fall into the hands of a French 
company — and finally, in 1897, the Grand Central and several 
other systems of minor importance, for the purpose of uniting 
the network and facilitating its working. This policy of consolida- 
tion has continued, until to-day only 387 km. of a total of 
4,709 km. of railway line remain in private hands. The following 
table shows the successive steps in the history of our railways : — 



Year. 


Length of 

Line worked 

by State 

or for it. 


Length of 

Line 
Purciiased 
by State. 


Total 

Length 

of Slate- 

owued Lines. 


Length of Lines 

belonging to 

Companies, 

but worked 

by State. 


Total 
Length of 

Line 

worked by 

State. 


Length of 
Line owned 
and worked 

by 
Companies. 


Grand 
Total. 


1844 
1857 
1870 
1880 
1890 
1900 
1909 


Kil. 

567 

557 

585 

1,090 

1,471 

1,615 

1,750 


Kil. 

33 
33 
1,379 
1,455 
2,162 
2,317 


Kil. 

567 

590 

618 

2,469 

2,926 

3,777 

4,067 


Kil. 

156 
284 
323 
323 
244 
244 


Ki!. 

567 

746 

902 

3,792 

3,249 

4,021 

4,322 


Kil. 

921 

2,267 

1,320 

l,27ti 

531 

387 


Kil. 

567 
1,667 
3,136 
4,112 
4,525 
4,552 
4,709 



The history of our railways thus shows that, after having 
left to private enterprise the working of a large number of lines — 
though not the main lines, which, it will be remembered, were 
included in the original State scheme — the State has been com- 
pelled for reasons of general policy, and to secure the economical 
working of the railways, to re-purchase them, often at a consider- 
abli3 sacrifice. We have thus experienced successively and con- 
currently both forms of management. I believe I may safely 
say, notwithstanding the criticism directed from time to time 
against State control, that nobody in Belgium would wish to go 
back to the old regime. Whenever the Government has proposed 
the purchase of concessions, it has had the strong support of 
public opinion. The only considerable private company to-day 
is the Nord-Belge, which owns 168 km. of line through the most 
industrial part of the country. If this concession is not likely 

1 Compte Rendu for 1871, p. 83. 
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soon to be redeemed, it is because on the one hand, the cost 
involved would be very great, and on the other, that the company, 
strengthened as it is by large concessions in France, and occupy- 
ing an exceptionally favourable situation, achieves considerable 
success. 

But it must not be thought that the policy of re-purchase has 
been abandoned in Belgium, as was stated in 1904, in papers 
(translated into English), by the eminent Secretary of the 
Compagnie d' Orleans, M. Peschaud.^ Since then, as a matter 
of fact, the State has nationalised the Flandre Orientale line 
(164 km.) and the line from Termonde to St. Nicholas (21 km.), 
while that of the Hasselt-Maeseyck and Malines-Terneuzen lines 
is still under consideration. 

Indeed, between 1901 and 1905, debates, often of a passionate 
nature, have taken place in Parliament on this very question. 
The State management was severely criticised on more than one 
occasion, and several members supported the idea of leasing 
out the national railways to a private company. This movement 
originated in 1901 in a criticism of the railway budget by 
M. Eenkin, now Minister for the Colonies, then Eeporter of the 
"Section Centrale," based on a thorough investigation of the book- 
keeping of the railway administration. There is reason to believe 
that an important group of enterprising financiers intended to 
make these criticisms the pretext for getting the whole system 
into their own hands. This scheme seems to have since been 
abandoned. But if it should come again to the front, I think it, 
would meet with insuperable opposition, not only from the 
Socialist party, but from the whole public, which knows well the 
defects and advantages of State management, and would refuse 
to run the risk of a management conducted in the interests of 
private capital. 

The present Minister of Finance, Mr. Levie, said lastly in 
the House, with the assent of all parties : "Nobody could think 
to-day of depriving the State from the working of railways and 
trust it with private companies." And the Prime Minister en- 
dorsed these words, saying : "It should provoke a revolution." 
(See Annates Parlementaires , Chambre. Sdance du 14 d^cembre, 
1911, p. 278.) 

Development of the System. — Briefly stating the general results 
of State management of railways in Belgium, it may be noted, 
first, that the extension of the network has left nothing to desire. 

' M. Peschaud, " Les Chemins de Per de I'lfetat Beige," in the Revue Politique e 
Parlementavre, May and June, 1906, translated in Edwin A. Pratt's State Bailway , 
Object Lessons from Other Lands, London, 1907, 
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We own to-day 16 km. of railway for every 100 square km., as 
against 14 in Great Britain, 10 in Gerinany, 7 in France. I am 
speaking here of main lines only. 52 '6 per cent, of those owned 
by the State were double lines. If we add the light railways, 
which are worked by a national society in which the State, the 
provinces, and the communes are the principal shareholders, the 
total length is 28 km. per 100 square km., or twice the amount of 
any other country. I know it may be said that this is due to 
the smallness of our territory ; but the fact remains that we have 
one of the densest networks in the world. 

Difficulties of Working.— This fact involves important conse- 
quences. It has been said that the Belgian railway system was 
in an exceptionally favourable position because it was homogeneous 
and compact, because the territory it served was inhabited by a 
dense and flourishing industrial and agricultural population, and 
that the ground, moreover, was mainly level.' But on the other 
hand, from the point of view of working the railways, the con- 
ditions present considerable difficulties. In the first place, as 
regards the profile, a large part of the country is flat, but the 
hilly part is just the industrial region, which furnishes the greater 
part of the traffic. The line from Brussels to Li^ge and Verviers 
offers more difficulties in the working than that from Paris to 
Aulnoye or from Paris to Calais, to take a favourite instance of 
comparison. The French Northern Company has no single line 
comparable with our Luxembourg line, which has to negotiate 
slopes of 10, 14, and 16 millimetres per metre, and on which 
double and even treble traction is necessary to cope with the 
passengers as well as the goods traffic. 

As regards the plan of our system, it must be observed that it 
is a network made up of short sections, and almost without long, 
stopless runs. Our longest lines are : — 

Brussels to Ans 94 km. 

,, ,, Ostend 126 ,, 

,, ,, Arlon 192 ,, 

The French Northern Company, on the other hand has : — 
Paris to Aulnoye, 215 km., and Paris to Calais, 295 km. 
The density of population, which, to some extent, is an advantage, 
imposes the necessity of numerous trains and frequent stops. 

The difficulty in the working of our railways is shown by the 
large number of stations and stopping places : we have 1,306 
of them for a length of 4,322 km., or a little more than three 
stations for every 10 km., another record unattained by any other 
large railway system. 

' See M. Peschaud, op. cit., p. 237. 
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The average journey of passengers and goods is short. In 
1909 the average journey per passenger was 23'95 km. , as against 
26"45 km. on the French Northern. The average journey per 
ton of goods was 79"6 km. as against 104"9. 

The bulk of rolHng stock required is very great. The State 
has 9"6 locomotives per 10 km. of worked line, the Northern 
Company only 5"01. The State owns 2"31 passenger carriages 
per km., the Northern just one less, 1'31. Lastly, the State owns 
19"0 goods waggons per km., about the same number as the 
Northern, 18'6. It appears, therefore, that the working of the 
Belgian railway system is by no means remarkably easy. 

Now, what have been the general results? 

Working at Cost Price. — The working of the State railways 
may be considered from different points of view. As suggested 
by M. Nothomb, Minister of Public "Works in 1838, one may 
look upon the railway : — 

(1) as a public service, making no claim to the recovery of 
the expense from the earnings ; 

(2) as a financial asset, requiring a constant and substantial 
excess of receipts over expenditure ; and 

(3) as a service which should neither be a national charge 
nor a fiscal expedient, but which should be required to cover 
its expenditure by its earnings. 

This third conception is the one adopted in Belgium. It has 
always been admitted that the railway should have an output 
just sufficient to cover working expenses, as well as the interest 
on the invested capital.^ Thus it must not be expected that the 
Belgian State railways should play the same part as those of 
Prussia, which make a substantial contribution to the Exchequer 
from their profits. 

Unfortunately, the accounts of the railways were not always 
kept in such a way as to show accurately their financial position. 
After the long and animated debates on this subject (1901 to 1905) , 
the Administration surrendered to the criticism directed against 
its proceedings, and the accounts were corrected from the 
beginning. 

It appeared that in seventy-four years (from 1835 to 1908) 
the balance on the year's working was thirty-six times a loss 
and thirty-eight times a profit. The heaviest loss was 12,828,000 
francs in 1873, and the largest profit 12,962,000 francs in 1899. 
"The total profit since the beginning, as a matter of fact, was 
found to exceed the total loss by no more than 31,274,000 francs, 
or an average annual profit of 422,600 francs, on an average 

1 M. Nothomb's report, House of Representatives, November 2Cth, 1838. 
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capital of 778,753,000 francs, a profit, that is, of 0"054 per cent., 
which enables us to say that up to now the railways have been 
worked at cost price." ^ 

The Rates — (1) Passengers. — The general character of the 
State management is shown more particularly by the tariffs. It 
is well known that the passenger tariffs of the Belgian State 
Eailways, taken as a whole, are the lowest in the world, not only 
for long, but also for short distances. The following table for 
1908 shows that, with two exceptions, the Belgian rates are the 
lowest in every instance, and nearly always much lower than those 
of other countries. The third-class fares, for instance, are 30 per 
cent, higher in France, 70 per cent, in England, 37 per cent, 
in Italy and Switzerland, and from 3 to 6 per cent, in Germany 
(for return tickets the German fares are 28 per cent, higher than 
the Belgian). This holds good also of second-class fares, except 
for distances of from 50 to 100 km. , for which the German tariffs 
are slightly lower. 

It is also well-known that the so-called "abonnements," or 
season tickets for a fortnight or for five days, available on all the 
lines — even the private ones — are exceedingly cheap. A first-class 
fortnightly ticket costs 61 '50 francs, second-class 41 francs, third- 
class 23'50 francs, and for five days, half these amounts. I have 
been told that the Belgian State was the first of the great railway 
owners to introduce this new and useful kind of tickets. 

Perhaps the most important of the passenger tariffs, and the 
one deserving special notice from the social point of view, is that 
for workmen's weekly tickets. Nothing shows better the nature 
and scope of State management. As early as 1869, the first 
reductions for workmen's tickets were made, with the double aim 
of improving the condition of the workers and of facilitating the 
supply of labour to the industrial centres. A succession of further 
reductions in the fares, and increases in the length of journey for 
which the tickets were available, especially in 1897, resulted in an 
astounding increase of passenger traffic. In no other country in 
the world is the volume of workmen's transit relatively so high. 
Of 160,107,172 journeys of all kinds made on the State lines 
in 1909, 66,214,976, or 41 per cent., were made with workmen's 
tickets. The importance of this fact for the working of the whole 
railway system is indicated by the other, that the average receipt 
per workman's journey amounts to 0"128 francs, as compared with 
0'566 francs per journey of any kind, and 0'887 francs per journey 
made with ordinary single and return tickets. The rates 
charged on the tickets for one return journey, to and from work, 

1 Oompte Rendu for 1908, p, iv. 
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per week, average less than 0"54 centime per km. A ticket 
enabling a workman to travel 6 km. six times weekly costs less 
than five single third-class tickets. For 100 km., the maximum 
distance for which workmen's tickets for daily return journeys 
are issued, the fare is 3'15 francs, i.e., 0'262 centime per km., 
or the twenty-fifth part of a penny per mile. 

The Eailway Administration has never admitted that the 
workmen's tickets leave them with a loss ; but it is certain that 
they are not a source of profit. It is obvious that only through 
State management could this traffic admit of so large an extension. 
The Northern Company adopted a similar scheme long after it 
had been established by the Belgian State (only lately issuing all 
the different kinds of ticket) , and only when it was forced by com- 
petition to do so. The companies always prefer a smaller turn- 
over with higher profits. 

It cannot be doubted that these workmen's tickets have a 
most important bearing on the economic and social life of the 
country. I have endeavoured to describe it recently in a book 
to which I refer the reader.^ It is true that all the results 
are not equally desirable, but taken as a whole they are so 
considerable that no Government could suppress or substantially 
reduce the privileges granted to workmen. Who could deny the 
importance of lessening the congestion of the cities, of country 
residence for industrial workers, and of rediicing unemployment 
by increasing the mobility of labour? 

I have much pleasure in quoting here the opinion of one of 
your most distinguished fellow-citizens, Mr. B. Seebohm 
Rowntree. It is well known that he studied Belgian conditions 
for years, and quite thoroughly. I hold him. as one of the men 
who knows best Belgium. In his recently issued book on Un- 
employment (Macmillan, 1911), he comes to propose as a suitable 
remedy to unemployment in England the cheap transit of work- 
men. He writes : "Transit facilities in Belgium are better than 
in any other country in the world. . . . Not only has she a 
wonderful system of railways, but the fares charged for workmen's 
tickets are the cheapest in the world" (p. 273). Having, then, 
exposed these fares, and said that the working of seventy years 
results in a small profit — and, perhaps, according to another mode 
of book-keeping, in a small loss — he adds : "Even if this be so, 
Belgium has paid very cheaply for the marvellous railway 
facilities which have done so much to develop her industry and 
agriculture and to increase the mobility of her population, and 

' E. Mahaim, Zes abonnements d'ouvriers sur Ics Ugnes de Chemins de fer Beiges, et 
leur Effeta Sociaux. Brussels, 1910. 1 vol., 4to. 
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to contribute to the solution of the problem of unemployment" 
(p. 274). 

It is necessary, however, to remark that all the steps taken 
by the various Ministers in favour of the system of weekly tickets 
were not inspired by a revolutionary policy. They were taken not 
by Socialists, but by Liberal and Conservative statesmen, and 
without political pressure, and they must be understood as a 
natural consequence of State management, which aims less at a 
profit than at furthering the public good. 

There can be no doubt that the enormous transit of workmen 
must result in lowering the average receipt per km. -passenger. 
Compared with that of the Northern Company it was (in 
centimes) : — 





1900. 1901. 


1902. 


1903. 


1904. 


1906. 


1906. 1907. 


1908. 


1909. 


Northern Company 


— 3-27 


3-24 


3-83 


3-71 


3-71 


3-65 3'61 


3-56 


3 '52 


State 


.. 2-49 2-48 


2-47 


2-43 


2-42 


2-47 


2-40 2-30 


2-31 


2-34 



The difference, it will be seen, sometimes reaches 58 per cent. 
In 1909 (the State taxes deducted) the Northern Company received 
91,843,869 francs for conveying only 98,459,153 travellers over 
an average of 26 '45 km. each, whereas the Belgian State only 
received 89,756,235 francs for conveying 160,107,172 travellers 
over 23'95 km. each. 

It has been said that the passenger fares of the Belgian State, 
at first sight so advantageous, are counterbalanced by heavy 
charges on the registry of luggage. It is true that in this respect 
our rates are higher than those on the Erench lines, but it must 
be remembered that our territory is a very narrow one, and the 
journeys consequently short and of short duration. Thus in 1909 
the receipts for luggage only amounted to 2,544,136 francs, with 
89,460,530 francs for passenger fares, or less than 3 per cent. 
On the Northern Company, on the other hand, they amounted to 
3,024,274 francs, with 91,859,432 francs, or 3-31 per cent. 

Of course, the average traveller usually finds the amount of 
luggage allowed free in the carriage sufficient for his purpose. 

(2) Goods. — But, according to the opponents of State manage- 
ment of railways, "the passenger traffic is always favoured at the 
expense of the goods traffic, an opinion clearly confirmed by the 
example of Belgium." ^ In this connection are quoted the com- 
plaints of traders who compare the Belgian rates with the French 
ones. It may be true that in exceptional cases the French rates 
are lower, but nothing is more complicated than a comparison of 
goods rates. For our purpose it is perhaps sufficient to know that 
the receipts per ton-km. in 1908 amounted to 3'57 centimes on the 

1 M. Pesohaud, op. cit., p. 252. 
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Northern and 3'01 centimes on the Belgian State line, so that 
the charges as a whole cannot be very different. It must be 
remembered also that the average journey per ton is 104"91 km. 
on the Northern, and 79 '6 km. on the Belgian line. 

Mr. B. Seebohm Eowntree has made an exact comparison 
of the rates charged on the transport of various goods^especially 
agricultural produce — on the Belgian railway and by a British 
company, a comparison extended over full truck loads, loads of 
1 ton, 1 cwt., and of less.^ 

He has come to the conclusion that "although it is true that 
the English passenger service is somewhat more expeditious 
than the Belgian express service, the rates charged are so much 
higher as to counterbalance this advantage." ^ 

All the goods considered, with the exception of cattle, are 
carried more cheaply by the Belgian than by the English line, 
the amounts charged sometimes being double and treble. 

Nothing, of course, can be easier than to gather from Parlia- 
mentary debates, from the reports of Chambers of Commerce, 
and elsewhere, complaints, recriminations, and grievances of all 
sorts. There are malcontents everywhere, and Belgium is no 
exception. A statesman once said : "When you meet a Belgian, 
you ought not to say ' How do you do ? ' but ' What have you to 
complain about?'" But we may ask, with Mr. B. Seebohm 
Eowntree : " What railways system is there with whose manage- 
ment fault could not be found? " ^ 

One of the disadvantages of State enterprises is that all their 
measures are public and open to criticism. They caunot compete 
with private enterprises in advertising, and they have no paid 
defenders, while, on the other hand, everybody is entitled to 
criticise them. 

Staff. — Similar observations apply to the conditions of the 
workers. Every year, when the Eailway Budget is discussed, 
Parliament has to listen to many complaints and demands. 
Nobody could hear them all without suspecting exaggeration — 
except the writers who systematically attack State management. 

In this matter, moreover, as we have said, the facts must 
not be considered in isolation, but with a full knowledge of their 
isocial setting. Now, two statements are sufficient to annihilate 
most of the criticism which has been directed against the con- 
ditions of the workers. First, whenever the State has purchased 
a concession, the staffs of the companies involved have desired 

' Laiid and Lnhour : Lessons from Belgium, 1910, Appendices, pp. 581 et seq. 

2 Ibid., p. 286. 

3 Ibid., p. 287. 
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the change and found their condition improved. ^ Second, the 
Belgian State never has any difficulty in finding as much labour 
as is required for the railway service, a fact which seems to 
indicate that private industry cannot be so much more attractive. 
It should be remembered that Belgium is a country where unem- 
ployment is less frequent than elsewhere, and that the railway 
men are not unemployed or casual workers. Of course, it is easy 
to show that the wages of the Belgian State railway workers are 
low, but the fact remains that the workmen do not prefer to 
enter private industries. 

First, then, it is well to note that two-thirds of the men 
employed on the railway are unskilled. Out of a total of 54,000 
men employed in 1909, there were unskilled : — 

85 men in the general service 
15,000 on the permanent ways and works 
8,125 in the working of the service 

88 in the control, and 
12,000 (or two-fifths) in traction. A total of 

35,298 men. 

Many of these workmen are not employed in great towns or 
in industrial districts. Most of the labourers on the permanent 
way, for instance, are practically rural labourers, living in the 
country and working near their villages. If it is true that their 
initial wage of 3 francs per day is not high, compared with that 
paid for similar labour in some other countries, it cannot be 
considered low in Belgium. 

It must not be forgotten, either, that the workmen highly 
appreciate the advantages which State employment gives them : 
first, especially the stability of employment and the relatively 
easy nature of the work ; then, fines for bad work, for misconduct, 
and so on, are rarely enforced. The faults are punished, according 
to their degree of seriousness, by reprimands of various degrees 
of severity, i.e., by moral penalties, which do not touch the purse, 
and which are as efficacious as regards the improvement of the 
defaulter as fines. A man must have committed a grave breach 
to incur a fine of one-fifth of his day's wage ; and before he can 
be dismissed a superior official must be consulted. 

1 At the time of the purchase of the Grand Central (1897), M. Helleputte, then 
Reporter to the House of Representatives, said : " The staf! and the workers em- 
ployed on the conceded lines can be added to those who favour the re-purchase. 
They are worse paid than those employed by the State, save in the superior grades, 
and the amount of work required of them is larger." 
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Further, in the case of sickness, the men receive benefit from 
two funds. Their own friendly society pays 50 per cent, of the 
wage — a proportion hardly ever found in friendly societies or 
private works funds. The other fund is maintained by State 
contributions, and refunds the men for exceptional expenses in- 
curred through sickness. The State also bears the main burden 
of the men's funeral benefit. 

As regards compensation for accidents, the position of the 
State Eailway employees is considerably better than that of men 
employed in private industries. According to the Act of Decem- 
ber 31st, 1903, the latter are not entitled to more than 50 per cent, 
of the average daily wage, in case of disability due to accident, 
and this only after one week. But railway men disabled in service 
receive their whole wage, and also free medical attendance and 
medicines while their disability lasts, and whatever be the cause 
of the accident, even when it is due to their own imprudence. If 
they cannot resume their former occupation a new one is found 
for them whenever it is possible, suitable to their physical con- 
dition, and the previous wage is allowed them with any bounties 
or subsidiary allowances which they may have enjoyed. For these 
so-called "semi-valid" workmen the Administration specially re- 
serves certain occupations requiring little strength. 

Nor is this all. The superannuation benefit is esteemed by 
many an important supplement to the wage. Other advantages 
are the holidays, the supply of uniforms, a certain number of 
free journeys for the worker and his wife, and the chance of 
obtaining a well-paid post as foreman. These facts explain why 
employment on the railway is eagerly coveted. In spite of all 
that has been said, the Belgian State, though not perhaps a 
model employer from a democratic point of view,^ is yet a better 
one than private industry. 

It has been objected that we have no laws on the hours of 
labour. But such are the regulations that these are less than 
on any other railway.^ 

One may be permitted also to place to the credit of the 
Belgian State the strikingly small number of accidents to its 

1 Thus there are restraints to the freedom of association. According to the 
By-laws of March 10, 1910, the men have the right of starting trade unions, but 
only " between employed, who, in similar administrative positions, have the same 
trade." For instance, a union of engine drivers cannot include train guards. The 
unions must be authorised. Their working is, of course, subject to many restraints 
of a political nature. 

2 See the report of M. Vanderrijdt (shortly to be published) in reply to a list of 
questions by the International Labour Office, which he gave on behalf of the Belgian 
section of the International Association for Labour Legislation. 
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railway workers. Here, for instance, are the averages for different 
groups of workers for the five years 1906-10 : — 

(1) Staff of inspection of permanent way — 

(a) Level crossings' — Men killed per million trains 9'67 

Men injured ,, 9'67 

(i) Permanent way— Men killed „ 10-8 

Men injured „ 19 -3 

(2) Employed on trains — 

{a) Guards employed during journey of trains — 

Men killed per ten million train kms. Nil.^ 

Men injured „ „ 1-15 

(i) On other occasions — 

Men killed „ „ 0-24 

Men injured ,, ,, 0'62 

(3) Men employed in shunting — 

(«) During coupling and discoupling of carriages — 

Men killed per hundred thousand goods waggons 5 '08 

Men injured „ „ „ , 136-3 

( b) At other work — 

Men killed per hundred thousand goods waggons 18-7 

Men injured „ „ ,, „ 232-8 

The State has been reproached for having an excessively large 
staff of officials and workers. Indeed, in 1907 it had 64,224 
officials, clerks, and workmen, or 15,637 more than the Northern 
Company. The Belgian State had 15'1 persons per kilometre of 
line worked^ as against 12'91 employed by the Northern Company. 
But there is ample justification for this difference : (1) in the 
larger number of stations and stopping-places per kilometre 
worked, and (2) in the considerably greater number of trains (in 
1909 the average length of journey of a Belgian locomotive was 
28,623 km., whereas those of the Northern Company had an 
average run of 40,980 km.) ; (3) in the shorter average journey 
of travellers (23'95 km. as against 26'45), and of goods (79'6 km. 
as against 104"9 km.) ; (4) in the greater bulk of our rolling stock, 
and perhaps (5) in the better working conditions of our men (for 
instance, Sunday closing, interruption of work during the hours 
of worship, frequent holidays, &c.). 

However, it is certainly a feature of our State management to 
employ many officials. It might be thought that political 
favouritism has something to do with this ; but this criticism 
would be quite mistaken. All who know the Belgian railway 
administration can confirm the statement that not even the 
Minister himself could at his will promote officials or further the 
candidates of his choice. All the promotions and vacancies except 
in the higher grades are filled by competition. It is notorious that 

1 The method of simultaneously handling the gate-bars by a handle from near 
the guard's house is now generally adopted. 

2 The By-law says, " It is strictly forbidden to guards to walk along the carriages 
to examine passenger's tickets while the trains are in motion ; any infringement 
will be severely punished.' 



80 

although our present Government, which has been in power 
twenty-seven years, knows perfectly well how to use political 
influence, the majority of the railway workers belong to the 
Labour party. 

Financial Results.— The financial results of the State manage- 
ment of our railways have attracted much attention from the 
opponents of State management. It is clear, of course, that a 
system designed to work at cost price cannot show the same profits 
as those run by private companies. The gross receipts, however, 
are continually increasing. 

Prom 1885-1889 they amounted on an average to 39,000 frs. per kilometre worked 
„ 1890-1894 „ ,, ,, „ 44,000 ,, 

„ 1895-1899 „ ,, „ „ 47,000 „ 

,, 1900-1904 ,, ,, „ ,, 53,000 „ „ 

„ 1905-1909 „ „ „ „ 63,000 „ 

In 1910 they amounted to 71,402 frs. 

The neighbouring systems show a similar development. The 
gross receipts of the Northern Company, with a very much smaller 
number of travellers, and nearly the same tonnage of goods, 
are much higher. The average receipt per km. was : — 

Northern. Belgian State. 

From 1900-1904 73,000 'frs. 53,000 frs. 

„ 1905-1909 70,000 „ 63,000 ,, 

The reasons for this difference are to be found entirely in 
the higher tariffs of the company. 

The growing receipts, unfortunately, are accompanied by an 

expenditure which is growing even faster. 

From 1885-1889 
,, 1890-1894 
„ 1895-1899 
,, 1900-1904 
„ 1905-1909 
In 1910 ... 

Between 1880 and 1909 our receipts have increased by 61'5 
per cent, and our expenditure by 75 per cent. 

Two principal factors affect the receipts : the tariff and the 
volume of traffic. Now, the tariff has a constant tendency to fall, 
and has certainly suffered considerable reductions since 1880. The 
increase, therefore, is entirely due to the increased volume of 
traffic. 

As regards expenditure, its rise also is due in the first instance 
to the increased volume of traffic, and secondly to the increasing 
cost per train km. The trains have become heavier and longer, 
and the dead load per traveller increases every year with his 
increasing claims to comfort.'^ 

^ See M. Vanderrijdt, ' ' Recent Eailway Development in Belgium," Railway 
Gazette (London), April 21st, 1911, pp. 396 and 397. 
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It is interesting to analyse the expenditure and its growth. 
As regards the latter, the maintenance of the permanent way 
contributes very little to it, since it has only increased from 6,942 
francs in 1900 to 7,060 francs in 1908. The working expenses, 
on the other hand, have increased from 8,270 francs in 1900 
to 10,622 francs in 1908, i.e., by 25 per cent. This is all the more 
striking since during the same period the working expenses of 
the Northern Company have only increased by 9 per cent. There 
can be no doubt that one of the reasons of the difference is the 
growth in the number of officials and the improvement in then- 
salaries. 

The cost of traction also contributes largely to the increase of 
expenditure : in 1900 the expenditure under this head amounted 
to 18,256 francs per km., in 1908 to 22,506 francs, or an increase 
of 22 per cent., as against one of 20 per cent, in the case of 
the Northern Company. The chief cause of this is the increased 
cost of coal, which amounted to 1,081 francs per km. during the 
period 1885-9, and rose to 6,221 francs during the period 1905-9. 
Not only has the speed of trains increased as well as their tonnage, 
but the price of coal has risen substantially. During the former 
period the average price of coal used by the State cost 5"43 francs 
per ton, in 1905-9, 14'89 francs. This fact, of course, applies 
generally, but so far as Belgium is concerned, it is chiefly due 
to the formation of trusts by the colliery owners. For years 
every time a public contract is given out for coal, the State has 
met with joint action on the part of all the coal producers : and if 
foreign competition had not been made a means of defence, 
the cost of fuel would have been even higher. The State is not 
in the same position as a private company which can make con- 
tracts a long time ahead, and for this reason it is more dependent 
on the actual state of the market. Besides, it should be added 
that a better quality of coal is now used, and there is, for 
instance, a large increase in the use of briquettes. 

Ratio of Income to Expenditure: — After what has been said, 
it is easy to give the reasons for the more rapid increase of the 
cost of working than of gross receipts. 

In 1909 it was 6771 per cent. It goes without saying that 
to compare this ratio with that of other railway systems would 
be misleading, since the conditions are never twice the same. 
The amount of the ratio is never absolute, but increases in pro- 
portion as the tariff decreases, and should become infinite in the 
case of absolutely free railways. But as a test of the efficiency 
of one and the same railway administration, it is of importance. 

p 
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Now, in the case of the Belgian State Eailway it is constantly 

increasing. 

During the five years 1880-1884 it averaged 61-17 
1885-1889 „ 55-54 



1890-1894 
1896-1899 
1900-1904 
1905-1909 



58-08 
58-87 
63-70 
66-29 



A similar increase may be observed in every country. The 
ratio of the Prussian State Eailvpays has increased from 60"55 
during the period 1900-1904 to 66"41 in the subsequent quinquen- 
nium. But the increase is said to be smaller in the case of the 
French and British companies. 

Net Product of Capital. — It is often asked how much interest 
does the capital invested in railways produce? The answer is 
given by a statement of the ratio of the net receipts to the capital 
employed. In 1910, the net receipts amounted to 24" 234 francs 
per km. But this year was an exceptional one on account of the 
Brussels Exhibition. In 1909 the net receipts were 21'032 francs, 
as compared with 31'361 francs in the case of the Northern 
Company. This figure admirably illustrates the difference, due 
undoubtedly to the higher tariffs of the company. 

The following table shows for 1909 (the last year for which 
I could obtain accurate figures) the income of the capital employed 
by various railways. 



Railways. 


Working 

Capital 

per 

Kilometre. 


Gross 
Receipts 

per 
Kilometre. 


Working 
Expenditure 

per 
Kilometre. 


Net 
Receipts 

per 
Kilometre. 


Interest 

on the 

Capital. 

Per cent. 


Belgian State 


588,057 


64,915 


44,909 


20,006 


3-32 


TBaden 

Germany-^ Saxony 

[Prussian State ... 


536,608 
466,251 
348,131 


73,051 
73,171 
68,789 


53,145 
49,890 
46,599 


19,906 
23,281 
22,390 


3-90 
5-08 
6-55 


Gt. Britain (general results). 


870,112 


75,427 


48,675 


26,752 


3-47 


Franoe- 


'State 

Northern 

East 

South 

P. L. M 


314,146 
508,208 
486,686 
439,179 
548,366 


19,291 
71,596 
45,860 
30,724 
54,072 


14,709 
38,462 
25,947 
15,688 
28,939 


4,582 
38,134 
19,913 
15,036 
25,132 


1-52 
6-58 
4-15 
3-44 
4-62 



It will be seen that the interest on the capital invested in the 
Belgian State Eailway is not very different from that of many 
others, but the working capital, per km., is very high, especially 
if compared with that of the German railways. 

To sum up, there is no occasion to be alarmed about the 
financial results of the State management of railways. 

In 1908 the Minister of Eailways stated the market value of 
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the National Eailway, i.e., the figure at which a fictitious sale 
might be effected. The purchase value he estimated at 
2,637,906,256 francs, i.e., 147,000,000 more than the original 
invested capital. 

But it is not by such means that the real value of the Belgian 
railway can be estimated. This is infinitely higher than its 
market value. One may say that from the beginning it has never 
ceased to be a marvellous asset of the national prosperity, and 
has never failed to fulfil the function which its founders assigned 
to it. 

It is not possible to treat of the Belgian State Eailways without 
saying a word of the Light Eailways. They do not, in truth, 
belong to the State. But, in fact, they realise an excellent mode 
of public enterprise. They belong to a National Company, whose 
capital is almost entirely made by the "Communes," the Provinces 
and the State. Thus it is an organism which resembles most a 
private company, but whose shareholders do not expect a profit 
to be divided at once. On the other hand, the National Company 
is not so much submitted to the direct criticism of the Parliament. 
This very happy combination of public and private enterprise has 
been very often admired. M. B. Seebohm Eowntree has 
described its working in his two books quoted above. As regards 
the bearing of these light railways on the national prosperity, it 
is beyond doubt. Their network of 3,425 kilometres has trans- 
formed many regions of the country, and, far from doing harm 
to the main network, it completes it and enlarges its benefits. 
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THE STATE IN RELATION TO RAILWAYS 
IN THE UNITED STATES. 

By Pbopessoe Ernest Eitson Dewsnup, 
The University of Illinois. 

The year 1912 will mark the twenty-fifth anniversary of the 
establishment of systematic federal control in the United States 
and of the organisation of the Interstate Commerce Commission. 
It is still early perhaps to appreciate fully the significance of this 
action, and yet the lapse of nearly a generation should enable 
some conclusion to be reached as to its bearing upon the adminis- 
tration of railway affairs. 

The appointment of the Commission in 1887 represented no 
untried policy, for regulative and advisory commissions had been 
organised, within particular States, years before, the Illinois 
Commission of 1871 being a well-known example of the former, 
and the Massachusetts Commission of 1869 a still more widely 
known example of the latter. In fact, the majority of the States 
had experimented with commissions prior to the enactment of the 
federal law. The results attained, however, had hardly been such 
as to enable the latter to be regarded as a logical and natural 
product of the success of the former. It would be more correct 
to say that the State Commissions of 1870-87 and the Federal 
Commission of 1887 were the joint outcome of a singular popular 
movement against discriminations and unreasonable rates, em- 
phasised by granger activity, retarded in the case of national 
action by the greater conservatism of Congress, in which the 
militant ardour of the West was curbed, to some extent, by the 
(relatively) peaceful caution of the East. As a matter of fact, 
discussions as to the power of the Federal Government under 
the Commerce clause of the constitution are quite conspicuous 
in the Congressional journal from 1865 onwards. Several resolu- 
tions were voted and a number of bills introduced, the most 
prominent of which were the McCrary and Eeagan Bills of the 
House of Eepresentatives and the later Cullom Bill of the Senate. 
The long conflict between the two branches of the legislature 
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on the Eeagan and CuUom Bills is too well known to need re- 
counting in this paper. Suffice it to say that, after much discus- 
sion and inquiry, the tedious controversy terminated in a 
compromise, embodied in the Interstate Commerce Act of 1887, 
which provided for commission control, prohibited pooling, and 
permitted exceptions to be made to its long and short haul clause. 

This Act of 1887 was an important step forward in the 
exercise of federal powers, but it was hardly revolutionary. The 
State Commissions had led the way. The English Eailway Acts 
of 1854 and 1873 had provided a model for its clauses, and the 
English railway commissioners had already been at work for 
nearly fourteen years, their decisions indicating, to a certain 
extent, the method of attack. In several respects, the natal 
environments of the Commission, called into being to operate 
the Act, were such as to favour a natural predisposition towards 
conservative and thoughtful action. 

To a large degree, the Commission was left to shape its own 
rate policy. There must be no undue discriminations, the law 
declared, nor must the short haul ordinarily be charged more 
than the long haul over the same route under substantially 
similar conditions. In general, the tests by which undue dis- 
criminations were to be identified or proper exceptions to the 
long and short haul regulated were to be devised by the Commis- 
sion, subject to possible revision by the courts. And it was 
intended by those responsible for the framing of the Act that 
court powers of review should be exercised only upon points of 
law, a restriction which the courts declined to observe '^ until 
the law was made more precise in this respect by the amend- 
ment of 1906. 

That the Commission was early desirous of exercising the 
widest practicable powers is indicated by the fact that, for ten 
years, it assumed the right, in no way granted to it by the Act, 
of ordering carriers to put into effect reasonable maximum rates 
specified by the Commission in cases where existing rates had 
been proved to be unreasonable. It was not until 1897 that 
the decision of the Supreme Court in the case of the Interstate 
Commerce Commission v. Cincinnati, New Orleans and Texas 
Pacific Eailway Company (the Maximum Eate case) put a 
definite stop to this ultra-vires exercise of authority. 

The Commission was loth to content itself with the subor- 
dinate part assigned to it by such interpretation of its powers, 
and its dissatisfaction was evidenced, year after year, in its 

1 First announced, in 1889, in the ruling of Associate-Justice Jackson, of the 
Kentucky Federal Circuit Court, in re Kentucky and Indiana Bridge Company v. 
Louisville and Nashville Bailroad Company. 
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annual reports. At last, in 1905, the Interstate Commerce 
Committee of the Senate undertook an inquiry into the whole 
matter, and, as a result, an amending Act was passed in the 
following year materially enlarging the powers of the Commis- 
sion, which was now given the long desired right of determining 
reasonable maximum rates (including joint rates). It was also 
authorised to prescribe the division of joint rates in cases of dis- 
agreement among the roads, and also the terms and conditions 
under which the through routes concerned should be operated. 
Finality to the Commission's decisions on matters of fact was 
granted and the omission of the Act of 1887 to provide penalties 
against the ignoring of its orders was remedied by requiring 
carriers to make appeal for relief to the circuit courts if they did 
not wish to obey the same. In making reference to its new 
powers, in the annual report of 1897, it is natural, but enlighten- 
ing, to find the Commission speaking of them in terms of 
gratification. 

The expansion of the authority of the Commission did not 
end in 1906, however, for in the Act of 1910 it was given further 
authority to order into effect reasonable maximum rates even 
where no complaint had been filed — of course, after due hearing. 
It was also given power to postpone the putting into effect of 
new rates for a total period of ten months, while it was making 
inquiry into their reasonableness. At the same time, the control 
of the Commission over the relation of long and short haul rates 
was made more complete by the expunging, from the clause of 
the original Act, of the words "under substantially similar cir- 
cumstances and conditions," thus taking away from the railways 
the power of making lower long haul rates, where they deemed 
the circumstances dissimilar, without an order. The control of 
the companies over their rates was further affected by a proviso 
that a company, reducing rates on goods carried between com- 
petitive points in competition with water routes, should not be 
allowed to increase such rates unless the Commission should 
decide that the proposed increase rested upon changed conditions 
other than the elimination of water competition. 

The powers of the Commission are by no means limited to 
matters of rate-regulation. The Act specifies that where any 
regulations or practices whatsoever of carriers are unreasonable 
or unjustly discriminatory, the Commission may make orders 
concerning the same. The amending Act of 1906 endowed it 
with absolute power of classification and inspection of the 
accounts of common carriers. Only such forms of accounts as 
it should prescribe or authorise were to be lawful. The Safety 
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Appliance Act of 1893, amended in 1896, 1903, and 1910, made 
the Commission the instrument for the enforcing of certain re- 
quirements as to automatic couplers, automatic brakes, and other 
equipment. The order of March 13th last, issued by it under 
these powers, covers nearly forty pages of the quarto pamphlet 
put out by the General Committee of Eailroads as a second report 
on safety appliance standards. Mr. P. 0. Melcher, chairman 
of the special committee of this organisation on relations of 
railway operation to legislation stated, in a letter to the Com- 
mercial and Financial Chronicle (New York), October 14th last, 
that the recent legislation as to safety appliance standards had 
already committed the railways to an expenditure exceeding 
sixty million dollars. The Commission has also been made 
responsible for the carrying out of the Ash-Pan Law of 1908, by 
which locomotives are required to be equipped with ash-pans 
capable of being emptied and cleaned without the necessity of 
an employee going underneath the engine. By the Transporta- 
tion of Explosives Act of the same year (repealed in 1909, but 
re-enacted as a part of the general penal law), the Commission 
was given control of the regulations for the safe transportation 
of explosives. The hours of service of trainmen and telegraphers 
were regulated by an Act of 1907, the administration of which 
again fell into the same hands. Though not concerning the 
Commission as an official body, the Arbitration Act of 1898 
tended to magnify its influence by enacting that, in labour con- 
troversies between carriers engaged in interstate commerce and 
their employees, the Chairman of the Commission and the Com- 
missioner of Labour should act as mediators. The Accident 
Law of May, 1910, authorised the Commission to make of&cial 
investigation of railway accidents occurring on interstate rail- 
ways, and on June 21st, 1911, that body issued an order requiring 
report by telegraph of any railway accident resulting in the death 
of one or more persons within twenty-four hours, the Commis- 
sion apparently contemplating the development of personal 
investigation by its own inspectors. 

There is reason to believe that the authority of the Commis- 
sion has not yet reached its apogee. In 1906, it was authorised 
to make investigation of block-signalling systems and appliances 
for automatic control, and appropriations for the same were pro- 
vided in 1907 and 1909. To carry on the inquiry, it established 
a Block-Signal and Train-Control Board, which has strongly 
backed up the recommendations of the Commission that the com- 
pulsory adoption of the block system be required. Bills were 
introduced into the House of Eepresentatives the past spring. 
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to the intent that the Commission should be given power to order 
the block system into effect. That its present powers will soon 
be extended to cover safety appliances in general may safely be 
predicted. The increasing powers of the Commission in connection 
with the investigation of railway accidents, its activities in con- 
nection with safety appliance matters, are bound to draw more 
and more attention to the inspection of the physical structures 
of the railways and to the matter of control of standards of con- 
struction ; it would be but in line with the trend of legislative 
policy if powers of this nature were entrusted to its care. 

In 1910, President Taft appointed a special securities com- 
mission for the purpose of iuvestigating the nature and methods 
of railway capitalisation. While the recent report of this dis- 
tinguished commission advises against any attempt to regulate 
the issue of railway securities at the present time, at the same 
time it obviously infers that such regulation will be a feature of 
the future. A recommendation is made, indeed, that the Inter- 
state Commerce Commission be allowed to undertake a physical 
valuation of the railways, if it sees fit. The latter authority has 
not attempted to conceal its enthusiastic belief in the desirability 
of such a valuation. 

I ought not to pass from this part of my paper, perhaps, 
without reminding you that the Act of 1906 extended the juris- 
diction of the Interstate Commerce Commission, in matters of 
interstate commerce, to all industrial and tap lines, and to all the 
instrumentalities of railway transportation ; express and sleeping 
car companies were included within the definition of common 
carrier, and the charges of telephone, telegraph, and cable com- 
panies were likewise placed under its control. 

I have given a somewhat large share of my paper to the pre- 
ceding sketch of the past and anticipated future growth of the 
powers of the Commission, because it is important to understand 
that therein lies the key to the future of American railway admin- 
istration in its relation to the State. The whole movement con- 
stitutes a striking illustration of legislative determination to 
secure the most intensive kind of administrative control of the 
railway system, all the more striking in that the body through 
which the control is exercised does not hesitate to play a somewhat 
aggressive part in the campaign. Already the Commission has 
secured a very complete jurisdiction over rate adjustment. This 
is subject, it is true, to the revising power of the courts, but the 
Supreme Court has made it clear on several occasions that the 
matter of the reasonableness of specific rates is a question of 
fact, the prerogative of final decision upon which has been 
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assigned by statute to the Commission. In its decision in re 
Interstate Commerce Commission v. Illinois Central Eailroad 
Company (the Car Distribution case), handed down January 
10th, 1910, the Supreme Court stated that it could give no support 
whatever to the proposition that it might, "under the guise of 
exerting judicial power, usurp merely administrative functions 
by setting aside a lawful administrative order upon our conception 
as to whether the administrative power has been widely 
exercised." 

From the aspect we are considering, the situation has been 
made still more significant by the decision of the federal circuit 
court of Minnesota in the Minnesota rate case, rendered April 11th 
last, in which Judge Sanborn has laid down the dictum that 
"because it is a direct regulation of interstate commerce, the 
nation may regulate and prohibit discriminations wrought by an 
undue difference between inter-state and intra-state rates, 
although such regulation or prohibition may also to some extent 
affect and regulate intra-state commerce. For to the extent 
necessary completely and effectually to regulate inter-state com- 
merce the nation by the Congress and its courts may affect and 
regulate intra-state commerce." The Supreme Court has not yet 
passed upon the case, but the trend of judicial interpretation is 
apparently in this direction , as witness the decision of the Supreme 
Court itself in re Southern Eailway Company v. The United 
States (October 30th, 1911). By this ruling the provisions of 
the Safety Appliance Act of 1893 have been applied not only to 
cars used in moving inter-state commerce, but also to cars used 
in moving intrastate commerce on an inter-state railway. The 
control of the federal administration seems likely to be extended 
over important matters that have hitherto been regarded as 
peculiar to the jurisdiction of the individual States, and the 
railway sovereignty of the Interstate Commerce Commission 
accordingly enhanced. 

With the increase of its powers, the Commission has shown 
decreasing timidity or hesitation in their exercise until, of late, 
it feels equal seemingly to the enunciation of rate doctrines of 
far-reaching, possibly even of revolutionary, economic portent. 
In the Commission's latest decision in the Spokane case (June 
22nd, 1911), it has unmistakably stepped beyond mere rate 
'adjustment into the broader field of rate construction. For the 
purpose of controlling the rates from eastern territory to points 
short of the Pacific Coast terminals, it has divided the country 
east of the Missouri Eiver into industrial zones, and has laid 
down certain percentages by which rates to these intermediate 
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points may be allowed to exceed rates to the terminals, thus 
cutting the Gordian knot of the trans-Continental long-and-short- 
haul problem. The Commerce Court has found it impossible to 
let pass such an assumption of power, and has enjoined the 
Commission from enforcing its order. The decision of the 
Supreme Court is a matter of uncertainty, of course, but it will 
no doubt bear in mind its statement of the powers of the courts, 
in the Car Distribution case, to the effect that although an order 
of the Commission may be, in form, within the delegated power, 
nevertheless the court may have to regard it as not embodied 
therein, "because the exertion of authority which is questioned 
has been manifested in such an unreasonable manner as to cause 
it in truth to be within the elementary rule that the substance, 
and not the shadow, determines the validity of the exercise of 
the power." 

Another example of the growing positiveness of attitude to 
which attention is now being drawn is to be found in the decision 
of the Commission in re Investigation of Advances in Eates by 
Carriers in Western Trunk Line, Trans-Missouri and Illinois 
Freight Committee Territories, February 22nd, 1911. In its 
earlier days, the Commission determined to be influenced, in the 
exercise of its powers of rate regulation, only by considerations of 
broadest economic benefit. Thus, in its first report (1887), 
argument was made that relative value of service should be given 
greater weight in rate-making than relative cost. "Such method 
of apportionment," said the Commission, "would be best for the 
country because it would build up a large business, and it would 
not be unjust to property owners, who would thus be made to 
pay in some proportion to benefit received." ' But when the 
decision of last February in the Western rate-advances case is 
reached, the propriety of the cost of service as a measure of 
reasonableness is no longer dubitable : there need no longer be 
any wavering of ideas, rate-adjustment is henceforth to become 
an exact science. An enthusiastic Commission is apparently 
about ready to pin itself to a most disputed doctrine, the applica- 
tion of which would be momentous indeed to the present 
organisation of American commerce. 

The mental evolution from hesitation into confidence does 
not always terminate with the development of the more modest 
forms of the latter quality. Thus it is not altogether surprising 
to find illustration of this in the case of the Interstate Commerce 
Commission. The growth of its strength has not only fortified 
that body with confidence in its own powers of control, but has 

1 Page 31 of the Beport. 
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made it somewhat impatient of any interference with their 
exercise. The temerity of a raw Commerce Court, in questioning 
the ipse dixit of the experienced Commission, has apparently 
excited, in the breast of the latter, an indignation which, simmer- 
ing for some time, has at last seethed over into ill-disguised 
wrath with the issue of the recent injunction of the Commerce 
Court against the order of the Commission in Spokane Short-haul 
case, to which reference has previously been made. I have not 
yet received my copy of the last annual report of the Commission, 
but, according to the summary appearing in the Press, it seems 
to have been made the occasion for a refreshingly ingenuous 
criticism of the intellectual efficiency (from a legal standpoint) 
of that court ; in other words, jealous of its powers, the Commis- 
sion seems to have been willing to lend an indirect, though 
undoubtedly powerful, aid to the attack that is being made upon 
the continued existence of the court. Early this month 
(December) Senator Poindexter introduced a Bill calling for the 
abolition of the Commerce Court on the plea that it has destroyed 
the effectiveness of the Commission in an opinion which, the 
Senator claimed, was an egregious and conspicuous example of 
mistaken promises and erroneous deductions. "The court," he 
urged, "is entirely superfluous; as at present constituted, it has 
grossly exceeded its authority, and in the very nature of its 
relations to the Interstate Commerce Commission it will be con- 
stantly prone to arrogate to itself functions which do not belong 
to it, which are not judicial, and which can never be properly 
exercised by a judicial tribunal. It should be at once abolished." 
Truly, in America, Justice must be blind indeed. The Commerce 
Court, it would seem, is to be approved only in so far as it affords 
a means of speedy enforcing of the Commission's policy. The 
situation is illuminating. 

During the first few months of its existence, the Commerce 
Court has proved to be a somewhat recalcitrant body — in its recent 
report, the Commission takes pains to state that the court has 
ruled against it in twenty out of twenty-seven cases, and that 
of the remaining seven only three are of any importance. Never- 
theless, if one reads between the lines of the official and semi-official 
references to the court made prior to or about the time of its 
organisation, it is difficult to regard it as other than a pious hope 
on the part of the administration, not uninfluenced, perhaps, by 
the informal opinions of the members of the Commission, that the 
uniformity of agreement with the Commission unfortunately 
lacking in the rulings of the scattered circuit courts might become 
characteristic of the new court as it should grow up out of the 
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intellectual limitations of the regular circuit courts into the 
technical efficiency of a court of experts. The appointment of 
the much respected chairman of the Commission (Judge Knapp) 
as the first president of the court supports such a conjecture. 
The integrity of the members of the court is beyond question, 
but the very concentration of the powers of the various sub- 
ordinate federal courts in matters of interstate commerce into one 
body at Washington, the propinquity of this body to that equally 
honourable body, the Interstate Commerce Commission, the 
personal contact and informal exchange of views that are likely 
to occur from time to time between individual members of the 
court, the Commission, and, perhaps, the administration, are 
calculated, in spite of the safeguards provided by the law, to 
bring about, in the long run, a pleasing, if not otherwise satis- 
factory, disposition to agree. I am not denying that there is 
something of intellectual value to be accredited to this intercourse, 
but it would be foolish not to recognise how easy it would be for 
the less desirable features of bureaucratism to develop under such 
conditions. 

So far as the Commission itself is concerned, there are some 
indications that its policy of rate control already tends to be 
influenced by that rigidity of ideas which is a common feature 
of bureaucracy. The decision of last June in the Spokane Short- 
haul case, the pronunciamento in favour of the cost of service 
measure of rate reasonableness in the Western rate-advances 
decision of the previous February, two of the most important 
decisions ever rendered by the Commission, are significantly 
illustrative of the tendency of judicial and regulative bodies to 
drift towards the rock-strewn shore of rigid conceptions. The 
Commission has, no doubt, experienced great difficulty, in the 
past, in maintaining consistency of administration. It is not 
impossible to find decisions that have been rendered within a 
short time of one another justified by opposing reasons.^ The 
changes that have occurred in personnel have contributed to the 
difficulties of the situation. In the desire to avoid such incon- 
sistencies, and the desire itself is a praiseworthy one, the Com- 
mission seems inclined to commit itself to hard and fast theories 
the application of which may dangerously affect the elasticity of 
the American economic fabric. Administrative sclerosis is not 
always easy of diagnosis, but its consequences are none the less 
serious. The liability of government bodies to the disease is a 
most cogent reason for the restriction of State regulation of 
economic activities to the indispensable minimum. 

' See M. B. Hammond. Eailway Rate Theories (/ the Interstate Qom/imrce 
Commission, p. 119. 
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A large proportion of the railway traffic of the United States 
is interstate in character, and therefore subject to federal jurisdic- 
tion. One must not forget to remember, however, that, in many 
cases, the individual State governments are also very active. 
The decade just past has, in large part, been conspicuous as a 
period of almost frenzied railway legislation in the various states, 
to quote the words of a writer sympathetic with the trend of 
most of that legislation.^ There are now in the neighbourhood 
of forty State railway commissions. Between 1902 and 1908 no 
less than fifteen commissions were either newly established or 
entirely reorganised, stretching over the country from Vermont 
to the State of Washington, and from Montana to Alabama. To 
thirteen of these bodies, power to fix rates was granted ; in five 
instances, power to construct complete rate schedules; in four 
instances, power to prescribe uniform accounts was added, and, 
in three, power of control of stock and bond issues. In but two 
states (New Jersey and Pennsylvania) was the Massachusetts or 
advisory type of commission thought appropriate. The move- 
ment of the tindes is indicated in the tendency manifested by 
certain states to extend the authority of their railway commis- 
sions over other public utilities, the Public Utilities Commissions 
of New York and Wisconsin being notable examples. Eailway 
matters that have been actually regulated by State Commissions 
include not only rates, but also car service, train service, train 
speeds, hours of labour, size of train crews, station and terminal 
accommodation, gradients, safety devices, nature of equipment, 
electrification, payment of dividends, issue of securities, and so 
on. In certain instances, there is more than a suspicion that the 
energetic character of State regulation is exercising a retarding 
influence upon local railway development. 

Undoubtedly, State legislatures and Commissions, like the 
Federal Legislature and Commission, have legislated and regu- 
lated very judiciously in this or the other aspect of railway traffic, 
but, in both cases, and this is the point of emphasis, there has 
been manifested a marked tendency towards a concentration and 
enlargement of control, which bids fair to place no small share 
of the power of management in the hands of the State and federal 
administrative authorities. 

I have no brief against reasonable administrative regulation 
of the railways — I believe it to be necessary. If the attitude of 
this paper towards the Interstate Commerce Commission has 
seemed somewhat unsympathetic, it is certainly not because the 

' G. G. Huebner. Annals of American Academy of Political and Social Science. 
Vol. 32, p. 156 et seq. 
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writer has any lack of appreciation for the personal abilities of 
the members of that body, or for the loftiness of their aims. If 
they had done no other good work than that represented by their 
informal hearings, they would be entitled to the gratitude of the 
nation, and they have done much beyond this. I am prepared 
to recognise that, when men of ability and of strong personality 
are associated together in duties the efficient discharge of which 
bears so weightily upon the vital interests of the nation, it is but 
natural for them to realise very acutely the difficulty of the 
problem that they are required to solve, and, therefore, to see in 
an extension of their powers the most definite way of finding 
a solution. All this is freely granted, and yet, when the adminis- 
tration, either directly or indirectly, seems intent upon a method 
of solution that, to a seriously increasing extent, is transferring 
to its own self the entrepreneurial direction of any industry, 
and particularly of one so interwoven with private economic 
enterprise, without assuming direct financial responsibility, injury 
to the economic interests of the State is inevitable. Unfortunately, 
the skill of the average person in economic diagnosis is very 
limited, and such injury may long remain undetected, or, if 
detected, may be assigned to any other than the real cause. 
Immediate advantages— rectification of matters displeasing to one 
section or other of the public, with immediate amelioration of 
this or that social inequity — seem very tangible and compre- 
hensible ; ultimate disadvantages — the choking of economic enter- 
prise, the retardation of economic progress — very obscure and 
uncertain. Yet it is not at all impossible that the very policy, 
which in its immediate application is intended to promote social 
amelioration, may prove, in a generation's time, to have been an 
insidious and heavy drag upon it. 

Such misgivings as these are not apt to be potent in the 
shaping of government policy. Immediate practical convenience 
is, on the other hand, a very appreciable consideration. Con- 
sequently, where government can succeed in exercising control 
of railway policy to the extent that the Government of the United 
States has done, with prospects of still further developments, the 
assumption of the actual responsibility of ownership would surely 
be, from an administrative point of view, a work of supererogation. 
Why run the risk of obloquy for poor financial results, should 
they occur? With private ownership, it is practicable to place 
the onus of such upon the nominal management. Moreover, in 
the United States, the nature and extent of economic injury are 
particularly difficult to determine. Its economic vigour is still 
so lusty, as befits a young nation in so favourable an environ- 
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ment, that it is adequate to overcome what, in a more fully 
exploited and less favoured country, vpould be serious obstacles to 
continued economic progress. Economic injury must frequently 
be measured, therefore, in terms of retardation rather than of 
absolute loss. This is a difficult thing to do, open as it is to 
sophistical manipulation, easily disguised by specious reasoning, 
especially vs^hen, as in the case of the American railway system, 
there is no really adequate means of comparison with other 
national systems, operating under similar economic, though dis- 
similar political, conditions. 

Accordingly, I lean to the opinion that nationalisation of the 
railways is not an immediate prospect in the United States. So 
long as the economic resiliency of the country continues to be 
so great, the railways will continue to secure a certain amount 
of financial prosperity, and this will so cloak any unfavourable 
influences of Government quasi-management as to prevent the 
public from noticing any very obvious noxious effects. In course 
of time, however, the reaction of such a policy upon the railway 
economy will be apt to show itself in rigidity of traffic policy, 
in unsatisfactory service facilities, and in inferior remunerative- 
ness, and these once apparent, popular sentiment, already trained 
to accept the principle of a wide interference in economic affairs 
by Government, may be disposed to look upon nationalisation as 
the key to the improvement of the situation. The very nature 
of the control exercised by the administration would facilitate 
the transfer of ownership and management. In fact, development 
of present State policy being assumed, a reasonable assumption, 
the conflict between that policy and economic equity, is likely 
to become so marked that, whatever the practical political con- 
venience of the administration might desire, it would be absolutely 
immoral for the State to refuse to assume the complete responsi- 
bility of an industry no longer allowed to guide its own affairs. 

The constitutional difficulties in the way of federal ownership 
are not insuperable. In spite of the eloquent advocacy of Mr. 
Bryan, I imagine that his proposal to have the various states take 
part in the management of the railway system is never likely to 
become a serious political issue. The difficulties and incon- 
sistencies of such relationship of the State administrations to the 
federal regulative bodies are being indicated more and more 
clearly, as time passes, by the enlarging control which the federal 
courts, and, under their protection, the Interstate Commerce 
Commission, are assuming over intra-state commerce. So that, 
if no alternative should be practicable, it would probably not be 
a task of supreme difficulty to secure the assent of the states to 
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an amendment of the constitution permitting federal acquisition 
of the railways. 

In a paper of limited length, it would be impossible to discuss 
with any degree of completeness the bearing of railway nationalisa- 
tion upon the economic and political welfare of this country, and 
I can do little more than indicate certain considerations which are 
among those that need to be taken into account. If I appear to 
state these somewhat dogmatically, it is because of the restrictions 
of the paper ^it would be easy to fortify them by many concrete 
illustrations. The main purpose of this paper will have been 
served if it should have revealed the real significance of the present 
situation in the United States and its future trend. 

So far as the effect upon the prosperity and vitality of the 
railway industry is concerned, extreme quasi-entrepreneurial 
interference by Government may be as depressing as nationalisa- 
tion itself. Indeed, of the two the latter would not only be fairer 
to the private interests concerned, but might possibly result in a 
somewhat more satisfactory management. However that might 
be, the nationalisation of the railway system of the United States 
would ultimately prove a white elephant to the Government and 
a hindrance to the efficient discharge of its various duties. I 
hardly anticipate that the system could survive its birth for any 
great length of time. Experience is the best teacher, the maxim 
runs, and the experience of railway nationalisation may be the 
best instruction that the people of this country could have as to 
the desirable limits of governmental intervention in economic 
affairs. 

Much as the private management of American railways has 
improved in efficiency, there is still plenty of room for further 
progress. Speaking with some knowledge of the difficulties of 
administration associated with the management of large railway 
systems, I venture to say that a private organisation attempting 
to supervise the management of the whole railway network of 
the country would break down under its own weight. And every 
year is adding to the already gigantic size of the system ; by the 
middle of the century, it is safe to predict there will be at least 
400,000 miles of line, with gross receipts of four billion dollars 
($4,000,000,000). Kemembering the extreme geographical dif- 
fusion of the railways here, extending over 3,000,000 square miles 
of territory, the intricacy of detail of railway business, the constant 
necessity of adjustment to the vicissitudes of industry, the two 
millions of freight cars, the tens of thousands of passenger and 
other cars, the fifty-seven thousand locomotives, the oue-and- 
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three-quarter millions of employees, also remembering that every 
round house, every shop, every station, every division employee 
is a possible source of waste and extravagance, it is entirely 
impracticable to believe that the Federal Government — already 
accused of mai'ked extravagance — could ever run the delicate and 
elaborate machinery of transport with economy and efficiency. 
Large railway corporations fail to secure as prompt, as diligent, 
and as careful service as could be desired ; smaller railways often 
secure more effective service per man. But that private manage- 
ments secure much more from their employees than govern- 
mental civil service rules can, goes without question in the minds 
of impartial observers who have paid close attention to the 
working of both kinds of management. Noi- do I imagine that 
the problem of State management would in any way be made 
easy by the bringing into direct relations with the Government 
of so large a body of labour. Eailway labour exercises great 
political influence in America at the present time. Let the 
Government once assume the railway purse, and the political 
powers of the former will be worked to the limit. Eecent Con- 
tinental experience has demonstrated how embarrassing the 
matter of labour control can become to a Government. 

It is sometimes urged that the political influence of the 
railways is a menace to the good government of this country, and 
that nationalisation is the only effective method of combating 
it. But this is no more an argument for the nationalisation of 
the railways than it is for most of our big industries — surely a 
reductio ad absurdum. They are all in politics, and they are so 
because of the standard of civic morals of the community at 
large. Anyhow, nationalisation would not put an end to political 
jobbery even in railway matters, and there would be a great deal 
of bargaining and counterbargaining on the part of legislators 
and others desirous of securing concessions in charges and 
facilities, &c., or contracts for the constituencies which elected 
them. 

The bogey of a mammoth railway combine inspires no fear 
in the writer's mind. I believe neither in its feasibility nor in 
the practicability of maintaining its organisation. Nor, if such 
a combination could be maintained, do I believe that regional 
competition could be made inoperative, or its influence prevented 
from pervading the bulk of traffic arrangements. Nor, if facilities 
were defective or charges exorbitant, could the development of 
substitute facilities of transportation on highway, inland water- 
way, and sea be prevented or their influence disdained. The 
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monopoly price that could be exacted would be held in severe 
check, I am quite sure, by the forces that would be called into 
active competition. 

The financial management of the nationalised system would 
be one of great difficulty. Assuming that there would be neither 
reduction of facilities nor increase of charges, I doubt whether 
the Government of the United States could run the railways 
without financial embarrassment. The price paid to the present 
owners would have to recognise probable increase of earning power 
in the immediate future, if the railways had remained in their 
hands, as well as existing earning power. The uncertainty as 
to the financial success of the experiment, the enormous issue of 
bonds necessary, would be likely to have a depressing influence 
upon even Government credit, and this no doubt would be a 
consideration affecting the attitude of the sellers, or of the 
arbitrators, if the matter of terms went into the courts. I am 
of the opinion that the terms of transfer would be such that the 
railway department of the Government would have to begin its 
railway activities not only without the support of an accumulated 
surplus upon which it could draw in case of need, but even without 
any annual surplus in sight (over and above the interest charges, 
that is) except such as might arise from increased traffic prosperity 
or increased efficiency of management. The former of these 
happy conditions would be uncertain at any period when the 
transfer might take place, and the latter highly improbable. 
Even if the Government could run the railways so as to provide 
not only the average net surplus that private management had 
been in the habit of putting to the credit of the profit and loss 
account each year (an amount which would have to be paid out 
again in the form of interest on bonds to the former owners), but, 
in addition, a further surplus which would remain in its own 
hands, it is doubtful whether such further surplus could readily 
be built up into a reserve of useful size. As it is, the net surplus 
of the railways hardly ever amounts to 1 per cent, of the net 
capitalisation, this with dividends averaging from 3J to 4J per 
cent, on the total stock, rates inflated, to some degree, by the 
income from investments in other than railway properties. The 
probability is that such surplus as the railway department might 
be able to accumulate would be swept away, or more than swept 
away, by the deficits of recurring periods of trade depression. 
The railway department would be likely to find itself in a continual 
state of financial embarrassment, unable to build up a sufficiently 
protective reserve, much more unable to provide for those smaller 
additions and betterments which the railways at present provide 
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out of current revenue, as a matter of sound business policy. The 
only resource, certainly the most obvious one, would be to a 
general raising of rates and fares or to a reduction of service 
facilities, or to both, neither of vi^hich would be very helpful to 
economic progress. The argument of Prussian financial success, 
even though accepted at its face value, is not particularly appro- 
priate to the question of American nationalisation. Prussia was 
fortunate to get its hands upon the railways in the early stage 
of its industrial awakening, and she could hardly have failed, 
without the crassest kind of stupidity, to secure favourable 
financial returns. However, I do not feel at all sure but that part 
of her profits has been secured at the expense of her industries. 

But if the nationalised railway system of this country were 
worked by the Government with miraculous efficiency so that all 
interest obligations could be met, provision made out of revenue 
for the smaller improvements, a certain amount of amortisation 
provided, and, in addition, a good sized reserve fund accumulated, 
all without retarding industrial progress in any degree, it is 
questionable whether the Government could be persuaded to keep 
its hands oif the funds. Once it acquired the habit of dipping 
into the railway reserve fund, moderation would be apt to become 
merely a matter of expediency. For practical purposes, the 
railway budget could thereafter be regarded as part and parcel of 
the general national budget. Such a result would be a great 
misfortune in that, to the extent that dependence upon direct 
taxation might thereby be avoided, bureaucratism would be 
fostered at the expense of democracy — confusion would become 
worse confounded — and, further, in that the reliance of the 
Treasury upon the fluctuating surpluses of the railway industry 
would be liable to prove demoralising to orderly national finance. 

There is another consideration that would need to be seriously 
studied by the people of the American nation in connection with 
railway nationalisation, as it should be by the people of every 
advanced nation. Strange to say, vital in its importance, it is 
the one consideration to which least weight is attached by the 
average individual. Perhaps I may be allowed to state it briefly 
in the words of a paper that I read a year ago before the St. Louis 
meeting of the American Economic Association. "The duties 
necessarily imposed upon the executive of the modern state in 
connection with the fundamental functions of administration of 
justice, protection of the community from physical and moral 
violence, whether in social or strictly economic relations, and 
guardianship of its physical and mental health, constitute a heavy 
burden in themselves; and an efficient discharge thereof is far 
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from being attained in the most advanced countries. To super- 
impose upon these duties the responsibilities of the industrial 
entrepreneur is to diffuse the energies of the State through a 
Btill wider field, over which it is likely to exercise a still less 
satisfactory control. The capacity of Government is not 
unlimited." ^ 

December 28th, 1911. 

' Papers and Discussions of the Twenty-third Annual Meeting, The American 
Economic Association, December, 1910, pp. 186-187. 
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